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MEMORANDUM 
TO: MEMBERS, SENATE ENERGY & PUBLIC UTILITIES COMMITTEE 
FROM: COMMITTEE STAFF 
SUBJECT: DECEMBER 13, 1988 INTERIM HEARING 
SUBJECT: "ENERGY REGULATION AND AIR QUALITY" 
This hearing will focus on the evolving relationship between 
the regulation of energy activities and the attainment of federal 
and state air quality standards. 
A principal force driving energy policy decisions in the 
coming decades will be the air pollution consequences of energy 
production and use. A variety of new and existing energy 
facilities, both independent and utility-owned, contribute to 
major stationary source pollution in the state's non-attainment 
areas. Furthermore, there is a growing recognition of the 
importance of facilitating a transition to alternative 
transportation fuels to reduce air pollution while at the same 
time lessening our on oil. 
Also, as a coastal state with acent offshore oil resources 
under the jurisdiction of the federal government, California 
faces the additional chal of the degradation of 
the state's air qual as a result of offshore oil air 
pollution. 
The purpose of this bearing is to provide a broad overview of 
federal, state and local government efforts to reconcile the 
regulation of energy activities with efforts to achieve progress 
towards reducing hazardous air pollution. 
This memorandum contains a summary of the following issues: 
I. RECENT LEGISLATION 
II. ACTIONS BY THE AIR RESOURCES BOARD AND 
SOUTH COAST AIR QUALITY MANAGEMENT DISTRICT 
III. ACTIONS BY THE PUBLIC UTILITIES COMMISSION AND 
THE CALIFORNIA ENERGY COMMISSION 
IV. ACTIONS TO MEDIATE OFFSHORE OIL AIR EMISSION REGULATIONS 
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I. RECENT LEGISLATION 
Federal Legislation 
In recent years, federal efforts to amend and strengthen the 
Clean Air Act have been stalled by gridlock in the Congress. As 
a new President and new Congress come together next year, we are 
likely to see renewed efforts to pass Clean Air Act amendments. 
However, one major example of progress at the federal level 
involves the passage of the Alternative Motor Fuels Act of 1988. 
This new law is intended to encourage the development and 
widespread use of methanol, ethanol and natural gas as 
transportation fuels; in addition the measure seeks to 
facilitate the production of motor vehicles capable of running on 
clean-burning fuels. 
State Legislation 
While the federal government has generally been incapable of 
moving forward to reform and improve the federal statutory 
framework for reducing air pollution, California has been moving 
forward aggressively. During the last legislative session, there 
were a remarkable number of air pollution control measures, which 
invariably affected energy activities directly or indirectly, 
that passed the Legislature and were signed by the Governor. 
These include: 
SB 151 (Presley-1987) (Chapter 1301}, which revamps and 
strengthens the South Coast Air Quality Management District. 
This measure includes provisions authorizing the District to 
require the use of clean burning fuels and to implement 
transportation control measures to reduce air pollution. 
AB 234 (Leonard-1987) (Chapter 1326), which creates the 
California Advisory Board on Air Quali and Fuels, which 
represents state, regional and local government agencies, as well 
as industry and environmental interests. The bill requires the 
Board to report to the Legislature on the feasibility, cost, 
public acceptance, safe and air quality acts of methanol 
fuel use compared to other clean-burning fuels. 
SB 2143 (Rosenthal-1988) (Chapter 665), which requires the 
South Coast Air Quality Management District to adopt rules by 
January 1, 1990, to require the use of best available retrofit 
control technology in existing electric power plants operated by 
utilities and cogenerators. 
SB 2297 (Rosenthal-1988) (Chapter 1546), which requires the South 
Coast Air Quality Management District to create a five-year 
program for increasing the use by mobile and stationary sources 
of clean-burning fuels inc uding methanol, fuel cells, compressed 
natural gas, propane, electric vehicles and other clean fuel 
options. The District is empowered to se a $1 surcharge on 
motorists to help fund the program. SB 2297 also requires the 
Public Utilities Commission to approve reasonable utility 
expenses associated with the use of clean-burning fuels. 
- 3 -
SB 2723 (Seymour-1988) (Chapter 1435), whic appropriates $5.115 
million in Petroleum Violation Escrow Account unds to support 
Energy Commission alternative fuel demonstration projects. 
AB 35 (Katz-1988) (Chapter 1426), which appropriates $60 million 
in Petroleum Violation Escrow Account Funds for the purchase of 
new fuel-efficient, low-emission schoolbuses. At least 35% of 
the buses are to be powered by methanol or other low-emission, 
clean-burning fuels. 
AB 1239 (Moore-1988) (Chapter 1427), which appropriates 
$6.5 million in Petroleum Violation Escrow Account Funds for a 
"smart corridor" demonstration project which will utilize 
telecommunications and computer systems to help reduce traffic 
gridlock, improve free-flow conditions on state highways, and 
reduce fuel consumption and related air emissions. 
AB 2595 (Sher-1988) (Chapter 1568), which generally strengthens 
California regulatory efforts to reduce air pollution by 
requiring, among other things, that local air pollution control 
districts develop and implement comprehensive air quality 
management plans designed to achieve specified annual reductions 
in emissions. 
AB 4355 (Connelly-1988) (Chapter 1451), which revamps and 
strengthens the structure and authority of the Sacramento air 
pollution control district, and authorizes a motor vehicle 
surcharge to help fund emission reduction programs. 
AB 4420 (Sher-1988) (Chapter 1506), which directs the Energy 
Commission to conduct a study on how global warming may affect 
energy supply and demand, the environment and other matters. 
ACR 160 (Sher-1988) (Resolutions Chapter 147), which requests 
that the Public Utilities Commission and the California Energy 
Commission take into account the benefits of nonprice factors, 
such as air quality, in specified energy regulatory proceedings. 
In addition, SB 2434 Alquist-1988) (held on the Senate 
Floor) would have requ red the California Energy Commission to 
prepare a report evaluating the potential effect of including the 
cost of air pollution emissions from electrical powerplants in 
non-attainment areas as part of the Commission's evaluation of 
electricity supply options. In lieu of this measure, the Senate 
Office of Research is studying this issue at the request of this 
committee. 
Furthermore, at the beginning of the current 1989-90 
legislative session, Senator Rosenthal has introduced 
SCR 7 which will create a new joint legislative committee on 
"Energy Regulation and the Environment" to explore options for 
reorganizing energy regulatory functions in the state to promote 
an efficient energy system while furthering environmental 
protection including air quality. 
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One of the mos significant spects of of these 
legislative initiatives is the extent to ey require, 
explicitly or implicitly, the Air Resources Board, the South 
Coast Air Quality Management District and other local air 
pollution control districts, the Public Utilities Commission and 
the Energy Commission to work together to facilitate coordinated 
actions that will allow the state to pursue both air quality 
goals as well as cost-effective energy policies. The following 
two sections (II & III) hi light some of the cross-cutting 
energy/air quality issues that have recently emerged before these 
various regulatory agencies. 
II. AIR RESOURCES BOARD AND SOUTH COAST AIR QUALITY MANAGEMENT 
DISTRICT ACTIONS 
A. Air Resources Board (ARB) 
Under the California Clean Air Act, the ARB has overall 
responsibility for ensuring that state efforts as well as local 
air pollution control district efforts are undertaken to achieve 
compliance with both federal and state air quality standards. 
In the event local districts fail to comply, the ARB is required 
to step in and do the job for them. 
Mobile emission sources constitute the single largest source 
of air pollution in the state, and the Air Resources Board has 
primary responsibility for reducing vehicular pollution. In 
addition to working on the effective use of anti-smog technology 
devices mandated for vehicles, the ARB is heavily involved in 
reducing mobile source emissions through the promotion of 
clean-burning fuels. This alternative energy fuel strategy 
relies on support from the California Energy Commission (CEC), 
the South Coast Air Quality Management District (SCAQMD) and 
other affected interests. 
In pursuit of this clean-fuels goal, in September of 1988, 
the ARB held a works on the development of clean burning fuels 
as part of its continuing efforts to explore the feasibility of 
reducing the use of hi emiss on, fossil fuels in the 
transportation sector. Relat d , the Chairwoman of the ARB, who 
is also the Governor's Secretary of Environmental Affairs, has 
been appointed by the Governor as chair of the AB 234 Advisory 
Board on Air Quality and Fuels. In early December of this year, 
the Board held a workshop to consider the environmental, health 
and safety aspects of alternative fuels. 
In one of its most controversial and ambitious efforts to 
promote the use of clean fuels in November of 1988, the ARB 
ordered California refineries to produce cleaner-burning diesel 
fuel within five years (by October 1, 1993) in order to reduce 
smog and acid fog pollution. The decision was opposed by the oil 
industry, which will be required to modify its refining 
operations, and the trucking industry, which is the primary user 
of diesel fuel, arguing in part that fuel costs would be driven 
up excessively--by as much as 28¢ per gallon. The ARB rejected 
this forecast, and concluded that if all costs of the regulation 
were passed on to consumers, the future price of diesel fuel 
would go up by about 12¢ per gallon, which the ARB determined was 
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B. 
In the last few years, more attention has been focused on 
local air pollution control districts which have primary 
authority for reducing pollution from stationary sources, and 
which have gained growing control over mobile emissions as a 
result of new statutory mandates concerning cleans fuels and 
transportation control measures Not surprisingly, the major 
focus of attention has been on the s because the citizens of 
Southern California are still exposed to more unhealthy air 
pollution than any other place in the nation. 
In September 1988, the S issued its Draft 1988 Air 
Quality Management Plan (AQMP}, which embodies a comprehensive 
control program that is intended to lead to eventual compliance 
with federal and state air quality standards. The AQMD calls for 
a 3-tier schedule, with Tier I requiring the full implementation 
of known control technologies and management practices. Tier I 
measures include controls on the production, refining and 
disbribution of petroleum and gas; controls on emissions from 
boilers and internal combustion engines in industrial and 
commercial sectors, including utilities; controls on residential 
equipment including water heaters and furnaces~ a phase-out of 
fuel oil; and controls on motor vehicles including the use of 
clean fuels for vehicle fleets and controls on diesel powered 
buses and trucks. 
Tier II, which relies on significant advancements of existing 
technology, calls for converting 40% of passenger vehicles and 
70% of freight vehicles to operate on clean fuels including 
methanol, fuel cells or electric power; and envisions all diesel 
powered transit buses switching to clean fuels. 
Finally, Tier III provides a long-term vision of a future 
enhanced by the application of new technologies. Tier III 
envisions electrification as an air quality strategy 
--substituting electricity for other energy sources. Thus, 
Southern California will be dominated by electric mass transit 
and the use of electric vehic es by motor sts. This last 
scenario is predicated on adding an enormous amount of new 
electric generation capaci 
Probably the four major energy-related issues in the SCAQMD 
plan receiving the most attention include its proposals to 
(1) retrofit existing electric plants operated by public 
utilities and private cogenerators, (2) require a transition in 
the short-term to clean-burning transportation fuels, (3) require 
a phase-out in the short-term of fossi uels for stationary 
sources including utilities, and (4) require significant 
electrification in the long-term. 
It is clear from the bold lang age in the AQMP, and from the 
comments of the Public Utilities Commission, California Energy 
Commission and others, that the SCAQMD proposal will dramatically 
alter the state's energy system particularly our electricity and 
fossil fuel sectors. The District has received both constructive 
support as well as resistance to this evolutionary, if not 




A. California Public Utilities Commission (PUC) 
It is fair to say that in the past, PUC review of utility 
operations has not included the costs and benefits of air quality 
impacts. The Commission is slowly changing, and steps are being 
taken to incorporate explicitly air pollution factors into PUC 
ratemaking decisions. 
For example, the PUC staff recently agreed on a methodology 
to value the air quality benefits of a proposed major 
transmission line from Arizona to Southern California Edison's 
(SCE) service territory. The PUC staff decision acknowledges 
that project benefits include reduced air emissions resulting 
from the use of out-of-basin energy which will displace oil and 
gas-fired in-basin generation. The decision assigns a value to 
these air quality benefits based on the avoided cost of 
retrofitting in-basin facilities. 
The PUC is also responsible for establishing the price of 
electric power sold to regulated utilities by independent energy 
producers. These prices traditionally have not reflected the 
different air emissions of various generation resources. On 
November 15, 1988, the PUC held a workshop to discuss the 
incorporation of nonprice factors such as air quality benefits 
into the evaluation of competing bids for new power projects. 
Also, during the summer of 1988, the PUC acted swiftly to 
avoid air quality problems in Southern California that were 
likely to result from a curtailment of natural gas to electric 
utilities. On August 25, 1988, the PUC issued an emergency order 
that directed the Southern California Gas Company to search for 
new gas supplies, even if their costs were in excess of oil, in 
order to avoid the burning of fuel oil during the smog season. 
These promising developments are counter-balanced by PUC 
resistance to other energy initiatives intended to reduce air 
pollution. For example, in the last few years the PUC's interest 
in utility conservation programs has diminished significantly. 
And in PUC comments to the SCAQMD, the Commission has resisted 
proposals to revitalize utility conservation programs, arguing 
that the emission reduction benefits do not justify the costs. 
In addition, the PUC has expressed serious reservations about 
the SCAQMD's proposal to phase-out fuel oil use in the 
short-term. The PUC is concerned that this policy will result in 
a significant increase in the cost of natural gas. Currently, 
utility capability to switch to fuel oil provides a competitive 
cap on natural gas costs. The SCAQMD counters that the PUC must 
move towards increasing the construction of additional interstate 
gas pipeline capacity to promote gas-to-gas competition, 
supplemented with clean-burning fuels such as methanol or 
propane, to act as a brake against rising gas prices. 
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In a reversal of roles, the SCAQMD recen led a protest 
with the PUC against SCE's proposal to burn % fuel oil in its 
electric utility plants during this winter, regardless of the 
availability of natural gas. While the PUC generally prohibits 
the burning of oil by utilities during severe smog alerts, fuel 
oil is still being used by utilities on days when ozone pollution 
is in excess of federal and state standards. The SCAQMD is in 
the process of reviewing its authority to restrict SCE from 
burning oil when natural gas is available at reasonable cost. 
B. California Energy Commission (CEC) 
In the last few years, air quality concerns have played an 
increasingly important role in the CEC's regu atory, research and 
reporting functions. Pollution control issues emerge in 
Commission siting cases, in its mandated reports on fuels, 
electricity, conservation and other matters, and in its 
alternative fuels and other research and development programs. 
Most recently, the CEC was given primary responsibility for 
studying global warming trends resulting from the so-called 
"greenhouse" effect associated with increased concentrations of 
carbon dioxide emissions. A significant amount of carbon dioxide 
emissions into the atmosphere comes from .the use of fossil fuels. 
Coming back to earth, the CEC has been very active, along 
with the ARB and the SCAQMD, in facilitating the use of 
clean-burning fuels such as methanol. In this regard, the CEC is 
working with the SCAQMD to ensure that AQMD clean fuels 
proposals, and related rules such as the one requiring vehicle 
fleet changes, coincide with the full scale production of 
flexible fuel vehicles and electric vehicles in the mid-1990's. 
In addition, the CEC (un ike the PUC) has been very 
supportive of SCAQMD proposals to utilize energy conservation as 
a means of reducing pollution. The CEC has called for a focus on 
conservation measures that can deliver emission reductions at a 
negative cost per ton of emissions--i other words, those 
measures that can reduce utili bil s to consumers by more than 
the cost of conservation. One promising area may be air 
conditioning conservation programs which can reduce peak demand 
during the smogiest summer season, while at the same time 
allowing utility peaking plants in the basin with the greatest 
emissions to be displaced. 
Also, as part of its planning responsibilities for ensuring a 
sufficient supply of electric generation in the state, the CEC is 
slowly but surely beg nning to examine air pollution control 
costs, along with other costs of production, in calculating an 
optimal future generation mix. With regard to long-term 
electricity planning, the CEC shares somes of the PUC's concern 
about the SCAQMD Tier III proposal to require significant 
electrification. Serious questions about increased system 
demand, capital costs, transmission constraints, and the need to 
maintain natural gas as a component of a ba anced energy and 
environmental strategy have been raised by both commissions. 
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Finally, the CEC shares scm of the PUC s co oerns about the 
SCAQMD proposal to phase-out the use of fue o n the basin. 
Potential natural gas price increases are the Commission's major 
concern. However, the CEC has been in the forefront of promoting 
new interstate gas pipeline capaci to establish new gas supply 
sources and promote gas-to-gas competition, which could help 
mitigate natural gas price concerns. 
IV. ACTIONS TO MEDIATE OFFSHORE OIL AIR EMISSION REGULATIONS 
As evidenced by the earlier discussion, there is an air 
pollution crisis in this state, particularly in Southern 
California. In order not to exacerbate this serious problem, 
federal Outer Continental Shelf (OCS) oil exploration and 
development operations along the California coast must be 
adequately regulated to make certain that these operations do not 
undermine state efforts to comply with federal and state air 
quality standards. California offshore oil development is likely 
to increase dramatically in the next few years, and the state 
must be fully prepared to prevent adverse onshore impacts 
resulting from offshore oil air pollution. 
The Legislature has demonstrated a long-standing interest in 
this problem. Prior legislative initiatives include: 
SB 2023 (Rosenthal-1984) (Chapter 1398), which directed the 
Governor to coordinate the review and permitting of proposals to 
transport and refine offshore oil, giving special considerations 
to public health issues associated with air pollution. 
SCR 60 (Roberti-1984) (Resolutions Chapter 119), which requested 
the Governor and other state officials to take all actions 
necessary to ensure that offshore energy operations did not 
adversely affect onshore a r qual 
The federal OCS Lands ct requ re the Secretary of the 
Interior to adopt regulations to ensure that OCS operations 
beyond the state's 3-mile it do not adversely affect onshore 
air quali In 1985, Sen r Roberti nd other State Senators 
commented on the Interior Department's advance notice of proposed 
rulemaking, declaring Interior's program deficient to protect 
California's air quality, and recommending a transfer of OCS air 
quality regulatory authority to EPA or, in the alternative, 
delegation of such authori to the State of California. 
In November of 1985, Interior announced that the federal 
government intended to pursue "ne otiated rulemaking" concerning 
rules governing air emissions from oil and gas exploration and 
development facilities on the federal OCS offshore California. 
Thereafter, on February 28, 1986 this Committee held an 
oversight hearing on "Offshore Oil: Air Pollution" and was 
informed by the Interior Department that the negotiated 
ru1emaking process would bring together interested parties in a 
confidential mediation to try to resolve and reach consensus on 
OCS air quality regula cry issues. The process was scheduled to 
take one year and conclude in February 1987. 
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In early 1986, Senator Rosenthal introduc d SB 2027, which 
would have directed the California Coastal Commission to ensure 
that new development projects, including federal offshore oil 
activities, complied with state and local air pollution control 
requirements. The bill was held in the Legislature pending the 
outcome of the mediation efforts. 
Hoping that the mediation efforts would soon conclude 
successfully, in 1987 Senator Rosenthal introduced SB 413 which 
called for a study of strategies for controlling emissions 
associated with OCS oil and gas operations. This bill was 
intended as a legislative vehicle to implement state action 
provisions of a consensus agreement. The bill was dropped when 
the parties failed to achieve a consensus during the 1987-88 
legislative session. 
After years of negotiation, in April of 1988 the Interior 
Department circulated a draft proposed rule for review and 
comment by the parties to the mediation. However, a consensus 
was still absent and a decision was later made for each party to 
prepare its own detailed version of a working draft. 
In a recent letter from EPA in response to inquiries from 
Congressman John Dingell, Chairman of the House Committee on 
Energy and Commerce, EPA informed Dingell that the slow pace of 
the negotiations was the result of the difficulty and complexity 
of the issues, and the large number of participants, and stated 
that the key issues in the negotiations included: 
-platform electrification 
-control of ozone precursors during exploration, construction 
development and production 
-installation of OCS best available control technology (OCS BACT) 
and ocs reasonably available control technology (OCS RACT) 
-role of parties in process 
-expanded mitigation options 
-cumulative assessment of OCS emissions and relationship to SIP 
-facility definition 
In related correspondence earlier this year from Congressman 
Dingell to the Interior Department, Dingell expressed concern 
because Congress and the general public are "entirely in the 
dark" about this confidential mediation. Dingell maintained that 
these negotiations were no longer useful if they dragged on 
indefinitely, and he raised suspicions that one or more of the 
parties may not be serious and prefers delay. 
The parties to the med ation are scheduled to meet again 
December 14, 1988, to discuss the latest versions of the rule 
being circulated, and to attempt finally to achieve a consensus. 
The main questions before the Committee have been and 
continue to be: (1) What legislation, if any, will likely be 
needed to implement a consensus agreement? and (2) In the event 
negotiations fail, what state and local laws, if any, will be 
needed to take action unilaterally to protect the state's air 
quality from offshore oil air pollution? 
CHAIRMAN HERSCHEL ROSENTHAL: Good morning. I am Senator Herschel Rosenthal, 
Chairman of the Senate Energy and Public Utilities Committee. 
This committee hearing has been called today for two purposes: First, to generally explore the 
emerging relationship between the regulation of energy activities and the goal of attaining federal and 
state air quality standards; and second, to determine the likely success or failure of efforts to negotiate 
federal regulations governing the control of air emissions from offshore oil facilities along the California 
Coast. With regard to the offshore oil issue, I will have further opening remarks prior to the afternoon 
session. 
One of my major objectives this morning is to alert the Public Utilities Commission and the Energy 
Commission of my view that they must move forward aggressively to work with the Air Resources Board 
and the local air pollution control districts to ensure that state energy planning and regulatory activities 
facilitate rather than frustrate compliance with air quality standards. 
Also, at the outset of this hearing I want to commend the South Coast Air Quality Management 
District for its far-reaching draft plan to reduce air pollution in the South Coast Basin. As a legislator 
from Los Angeles, I know first hand that citizens in this area are exposed to more hazardous air emissions 
than any other place in the nation. And I have concluded, as has the district, that consumers of energy 
resources, including utility ratepayers, will have to pay a premium to help clean up the air. 
Consequently, I am concerned when I hear about suggestions from the PUC or the Energy 
Commission, utilities or others involved in the energy sector that they should somehow be excluded from 
fully bearing---sharing the burden of emission reductions. 
First and fore:-nost, I believe that equity must be the centerpiece of an air pollution control 
strategy. All polluters must be required to make sacrifices so that no one sector feels unfairly treated. 
Thus, I am concerned about energy who argue that other sectors of the economy that may be 
able to achieve emission reductions at lower cost be with energy polluters exempt 
from strict regulation. There can be no cows -- and that includes all commercial and industrial 
operations, both mobile and stationary, involved in energy-related activities. 
It is my hope that this hearing will lead to an improved dialogue among the air quality and energy 
regulatory agencies in this state so that we can move ahead swiftly and simultaneously to achieve air 
quality compliance as well as energy policy goals. 
We have an ambitious and excellent scheduled. In our first panel, we will hear from 
state and local regulators who are grappling with air quality and energy issues. Next, we will hear from 
the state's energy utilities, followed by other industry and environmental viewpoints. And finally, after 
lunch, we will conclude with a panel on offshore oil air pollution. 
We will close the hearing with an open microphone session to take brief comments from persons 
whose views were not represented by the panelists. Those wishing to speak at the open microphone 
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session should place their name on the sign-up sheet which is available from the committee sergeant. 
At this point, I would like to alert each witness to our hearing procedures. I urge each witness to 
limit his or her remarks to no more than 10 minutes, which means that you probably will not be able to 
read your statement. In order to get through our entire agenda, I will be con1pelled to halt testimony 
which exceeds this time limit. As a supplement to your testimony, the committee welcomes written 
comments at this time or filed soon after the hearing. 
Now, let's begin with the first panel: Peter Venturini, William Dennison, Jennifer Tachera, and 
Tom Beach. And we'll begin with Mr. Venturini, who is the Chief of Stationary Sources, California Air 
Resources Board. Good morning. 
MR. PETER D. VENTURINI: Good morning, Senator. I have several copies of my statement for you 
here. So, to your wish, I will not read my statement, but will summarize and highlight points I want to 
rnake. 
CHAIRMAN ROSENTHAL: Good. 
MR. VENTURINI: For the record, my name is Venturini. I am the Chief of the Stationary Source 
Division at the Air Resources Board. I certainly appreciate this invitation to participate and share our 
perspective on this very important issue with you. 
We certainly agree that energy and air quality are closely interwoven and must be carefully 
coordinated. As we continue to grow in population and business, it's important to have not only a good 
energy network, but also good air quality. The citizens of California are very concerned about how air 
pollution affects their health, their crops, their vistas, and their overall quality of life here in California. 
I think that these factors make it all the more critical for close communication and coordination among 
the various agencies and parties involved in energy and air quality issues. Today I'd like to give you an 
overview of some of our activitieq in this regard. 
However, before I begin, I have to take a moment and briefly mention the recent passage of the 
California Clean Air Act. While we continue to wait for Congress to amend the Federal Clean Air Act, 
this last California legislative session, the Legislature passed and the Governor signed the California 
Clean Air .L\ct (Assembly Bill 2595). This act gives us an aggressive and orderly program for California to 
follow to reduce our smog problem in the years ahead. To achieve this, it's going to require that we 
maximize the use of existing emissions controls technology, technologies yet to be developed, 
alternatives such as clean fuels; and in some areas, we're going to have to go beyond technology to 
solutions that will affect our lifestyles. 
I mention this because as we develop the plans and strategies to achieve clean air in California, we 
are going to have to look at clean energy and clean fuels as a major part of our anti-smog program. 
In my statement, I briefly summarized the regulatory framework for air pollution control in this 
state. I think we're all pretty familiar with that, so I will pass by that. Let me begin by giving you a brief 
overview of some of our activities specifically relating to coordination between energy and air quality 
activities. 
Because we are an "energy society", our air pollution control program is in large part one in which 
we are addressing the air pollution emissions associated with the production and the consumption of 
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energy. Roughly 82 percent of our major smog producing pollutants emitted in California are the result 
of either the production or consumption of energy in its various forms. 
Our activities are many in terms of coordinating our overall program efforts. The include 
participation on specific committees, participation in the Air Resources Board, Air Pollution Control 
District, and Environmental Protection Agency Technical Review Group designed to develop control 
measures for stationary sources in this state. We also maintain a Best Available Control Technology 
(BACT) clearinghouse for use by districts in this state. We provide technical guidance on risk 
assessments for toxic air contaminants and, if necessary, develop interagency Memorandums of 
Understanding. And finally, we utilize our extramural research program to provide information to input 
into our program. 
I've listed on the next page and a half some examples of some of the .-nore important activities. 
won't them read them all, but I would just highlight a couple of them. One of these activities was our 
participation with others in a Cogeneration and Resource Recovery Committee, whose goal was to 
develop a handbook and permitting guidelines to facilitate cogeneration projects and one of the major 
issues there was to provide for the federal approvability for Utility Displacement Credits. This was in 
response, Mr. Chairman, to legislation which you sponsored several years ago. 
Probably one of our important activities, working with the local districts on what I mentioned here, 
the Technical Review Group, which over the last few years this committee has developed and our Board 
has approved various control measures to reduce emissions from stationary sources, including utilities 
and boilers and so forth. Once these measures are approved, they are used by the local districts in 
developing their own regulations. 
We continue to coordinate our efforts with the California Energy Commission, particularly with 
respect to the siting of electricity-producing facilities, and we continue to provide input and comments 
into the CEC's fuels and energy reports. 
Finally, we've been tracking the activities of the Public Utility Commission and endeavor to 
maintain lines of communication with them. Most recently, we testified at a PUC hearing and expressed 
our concern over the recurring natural gas curtailments in the Los Angeles area and the increased use of 
fuel oil by utility companies in California. We asked the Commission that a long-range policy be 
developed to better deal with natural gas curtailments and expressed our willingness to work with the 
PUC, the utility companies, the Energy Commission, and local districts in increasing the availability and 
use of clean-burning fuels in California. 
While I focused much of my discussion here on stationary sources, I must mention that we have very 
similar coordination efforts with respect to our vehicle program. I also want to mention that as part of 
our efforts, we hold numerous workshops and consultation meetings to discuss and receive information 
from both industry and the public on these issues. 
Let me focus a little more now on clean fuels, and let me begin by saying that our interest in clean 
fuels is not new and has been part of our program for many years. Many of the regulations which we have 
adopted or the districts have adopted over the years were designed to require or promote cleaner burning 
fuels. This effort is now being intensified and has been intensified as we see even cleaner burning fuels as 
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being necessary to address our remaining smog problem. 
With respect to stationary sources, we are fortunate in California to have an abundant supply of 
natural gas. While not a pollution-free fuel, natural gas is a much cleaner burning fuel than other fuels 
such as fuel oil or coal. Therefore, the use of natural gas by utilities and others allows them to meet 
regulations without the installation of costly control equipment. 
However, as we look to the future, we see the need for further emission reductions, even from 
natural gas burning facilities. These reductions can be accomplished through use of emission control 
equipment, the use of cleaner fuels, such as methanol, or some combination of fuels and control 
equipment. 
And as you may be aware, the South Coast AQMD is currently assessing developing regulations to 
reduce the emissions from utilities. 
Also, recent legislative action, which you, Mr. Chairman, sponsored, SB 2297, does require the 
South Coast to establish by August of '89 a voluntary five-year program of activities to encourage and 
promote the increased use of clean-burning fuels for stationary sources in California. And we anticipate 
we'll be working with the South Coast and others on that. 
Let me now move quickly to mobile sources and discuss, first, fuels. Clean fuels for mobile sources 
has been a major part of our program since about 1970. I've listed for you in my testimony some of the 
measures we've adopted over the years to promote clean-burning conventional fuels. I won't list all of 
them, but I do want to note that just this last month the ARB adopted a regulation which will limit the 
sulfur content and aromatic hydrocarbon content of diesel fuel sold statewide. This regulation will go 
into effect in about five years, October of 1993. This action by the Board will significantly reduce sulfur 
dioxide emissions, particulate matter emissions, and oxides of nitrogen emissions from diesel vehicles 
and will also reduce carcinogenic compounds emitted from diesel vehicle exhaust. 
As we look to the future with respect to cleaner fuels, we are continuing our evaluation and 
analysis of steps that we can take to ensure and promote conventional fuels that would burn cleaner. 
Also, we've had a very ambitious and aggressive program to look at alternative fuels. This is a major 
component of the Board's Motor Vehicle Control Plan, and ~his element is a multifaceted effort to 
support the development and introduction of cleaner alternatively fueled vehicles into the California 
vehicle fleet. 
Under these alternative strategies, the standards for particulate matter emissions for heavy-duty 
diesel buses that will be effective in 1991 we believe may result in encouraging the production of 
methanol-fueled buses. 
We are providing funding and support for the blue-ribbon advisory board established by Assembly 
Bill 234 which our chairperson is chairing, and this board will be reporting to the Legislature by May of 
1989. We are focusing much of our clean fuel efforts on this work as it is designed to provide specific 
guidelines on how to best implement alternatively fueled vehicles into the fleet. 
We also will be participating with the South Coast and others as another element of SB 2297 as they 
develop their five-year program of activities not only for increasing use of clean fuels for stationary 
sources, but also in the transportation sector. We also understand that as part of that the Energy 
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Commission will have specific responsibility as well under that on. 
One of the that I did not mention in my statement is our in a recently formed 
California Electric Vehicle Task Force. Our goal here is to 
vehicles. 
the commercial use of electric 
That very quickly summarizes some of our activities in this area. We believe that the studies and 
efforts now underway will provide the information necessary to integrate further clean fuel efforts into 
our energy and air quality programs. The achievement of clean air in California will be a challenge for us 
As we proceed in our air quality efforts, we recognize the importance of our energy needs and the 
importance of a need for adequate supplies of clean fuels for California. Achievement of our energy and 
air quality goals while intertwined, we believe they are not incompatible. But reaching them will 
continued cooperation between the Legislature, government agencies, industry, and the public. 
That concludes my statement. 
CHAIRMAN ROSENTHAL: Thank you very much. Let me ask you a question. Are you looking at 
the greenhouse effect at all? Things you hear about or read about. 
MR. VENTURINI: We actually intend to present a report to our Board sometime this year with an 
overview of this issue to apprise them of what we know about the issue and concerns and so forth. 
CHAIRMAN ROSENTHAL: Okay. Mr. William Dennison, South Coast Air Quality Management 
District. 
MR. WILLIAM J. DENNISON: Good morning, Senator Rosenthal. For the record, my name is 
William Dennison, Director of Engineering at the South Coast Air Quality Management District. 
As you correctly mentioned, the Air District is embarking upon an ambitious plan, a 20-year plan, 
to bring the basin into attainment with all federal and state air quality standards. This Friday is a critical 
date for us in that the Board wi !l have before it the plan to vote on, and I believe they're meeting right 
here on Friday to vote on that plan to take us on the path. The 20-year plan is one, we feel, of choice, but 
it's also one mandated by the State this last year in the Sher bill. And as such, we see the 
Legislature as a partner in this path, having given it new authorities and a mandate for clean air to this 
basin. Also, as part of we had the specter of federal enforcement in that the expired Clean Air Act 
authorities under it have now---and the lawsuit required the 
plan which is now in progress. 
to prepare a federal implementation 
As part of this plan, we have a three-phase program, or a three-tier program, looking at 
technologies available now, technologies which need to be expanded and new things which have not yet 
come before us but we need to deveiop; and what we see as part of this 20-year program and path to 
attain the clean air. Critical to that is clean fuels -- clean fuels both in the mobile sector and the 
stationary sector and the utility sector in the generation of power. 
The district has created an ambitious and aggressive program for the development and the 
implementation of clean fuels. We're sponsoring research. There will be additional research coming 
about as a result of the motor vehicle fee system domain and we are iooking at a phase-out of petroleum 
fuel in the basin. That program and the policy right now is being reviewed by our board. There will be an 
additional workshop hearing on that in January and one in February if necessary and that will come back 
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before the board in March. But basically, the clean fuels are critical and at this point it becomes even 
more critical in that the district has suffered through the curtailment of natural gas to the utility and to 
some of the industrial customers this winter, this summer, and at this point the utilities are burning some 
oil at their facilities. This is a time when we're trying to move towards the path of clean air and remove 
polluting fuels, and we have an incremental increase in emissions in a basin that really needs to be moving 
further and supporting an infrastructure of clean fuels. 
We have adopted a best available control technology policy for clean fuels, such that new facilities 
or facilities in modification must use the clean fuel if it's available, if it's feasible, if the technology is 
available, and if it is safe. This is probably one of the most aggressive programs going so that even 
besides the fuel policy of the Board we are beginning to phase these materials into the infrastructure. 
In the mobile side, obviously we are conducting research and sponsoring research and increasing 
citizen awareness through the Vehicle---Smoking Vehicle Program. At this point the Smoking Vehicle 
Program through awareness to the citizens is receiving about 9,000 calls a month. 
One of the other things which is critical to this and the district is moving towards is not only the 
phasing out of petroleum fuels, but also the increase of efficiency. For example, by taking an existing 
power plant and 'lloving towards a combined cycle type of operation, we can gather about 39 percent 
more electricity and about 10 percent of the emissions. And one of the things that we do want to push for 
is more efficient use of power and the energy resources; that basically it's not just the fuel that we use 
but how efficiently we use the fuel and how efficiently we produce it. 
As far as the other question that you raised-- What is CAPCOA doing?-- the utilities which are out 
there basically are not in all the air basins. They are remotely located from throughout the state as far as 
the air basins are concerned, and we are most directly in contact with the Ventura Air District as they 
have two facilities of Southern California Edison. And as we work on Rule 1135 which is the utility NOx 
rule, basically what we're doing is in contact with them since we are both under a common court order on 
that. 
As Mr. Venturini mentioned, the district-- and I chaired that committee for implementation of SB 
166, and that primarily sets the energy and the cogeneration recovery focus throughout the state. And 
that largely is directing the implementation of siting of those facilities around the state right now. 
Basically what we have is a situation, as we've mentioned, of nonattainment in the air basin. ll.. very 
difficult task, a task of 20-year path, a journey towards attainment. But it can't be done alone. It can't 
be done just by the district. It can't be done by the Legislature. 
VJe need the involvement of the Energy Commission, we need the involvement of the PUC to work 
with us to direct strategies, direct policies and pricing structures such that we can phase in the clean 
fuels, we can bring the clean fuels in and have them into our infrastructure. We need the cooperation and 
participation of industry and we need the participation and cooperation of consumers. 
Even though, as we feel that the path is attainable, the path is do-able, it's worthwhile. But without 
all those sectors of our society participating, it can't be done. 
CHAIRMAN ROSENTHAL: I know you're struggling to come up with fair regulations concerning 
the retrofit of utility and cogeneration facilities. 
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MR. DENNISON: Yes. 
CHAIRMAN ROSENTHAL: Do you have any comment on recent EPA decision which required 
best available control technology on a utility retrofit project? 
MR. DENNISON: No. Basically-- I'm not familiar with that. Are you familiar with that? Okay. 
The plan? Okay. 
Well, the rule that we're looking at, the rule which is in progress right now, which is our Rule 1135 
on utilities, would conform with that desire to have this available retrofit technology. So I think that 
what we're working towards would be consistent with that. 
CHAIRMAN ROSENTHAL: Do you have any suggestions for either the PUC or the Energy 
Commission to undertake to promote air quality? What are some of the things you think those two 
agencies ought to be doing? 
MR. DENNISON: Exactly. I think with the Energy Commission we need to have, as they are doing 
with the biennial report right now, we need to have a good assessment of what are the energy 
demands/needs for the state, what is the growth potential on all of the various sectors, especially in our 
basin of the growth and the demands as the infrastructure changes and develops. Given that, we need to 
work very closely and have the PUC work with us to figure out the penetration of the clean fuels into the 
market and work on the pricing structures. 
I think also, as part of that, it's not only the PUC, but FERC in Washington-- and I think that they 
have to work on pricing structures, pricing incentives, for the clean fuels and work on a long-range plan 
for the penetration of clean fuels into our infrastructure. I think basically we have to look at phasing of 
the clean fuels. We have the clean fuel in the infrastructure now, which is natural gas. We have to insure 
that we have the reliable, continual supply of that natural gas and then look towards the further 
penetration of those other fuels. But the PUC would play a critical role in that we need them to 
participate/create the regulations necessary to do that and create the pricing structure which would 
allow that penetration to come into the market. 
CHAIRMAN ROSENTHAL: Thank you very much. Next, Jennifer Tachera --Is that the way you 
pronounce it? -- representing Charles Imbrecht, who could not be here; I guess he has a---can hardly 
speak, and representing the California Energy Commission. 
MS. CYNTHIA PRAUL: Thank you. Actually, for the record, my name is ~ynthia Praul. I am the 
assistant ••• 
CHAIRMAN ROSENTHAL: Oh, oh. They just switched again. 
MS. PRAUL: I'm sorry. We're playing musical chairs here. 
CHAIRMAN ROSENTHAL: Okay, Cynthia. 
MS. PRAUL: I'm the Assistant Executive Director of the California Energy Commission. Jennifer 
Tachera is with me here today. She's just joined us as the Director of Legislative Affairs for the Energy 
Commission. We were going to do this sort of jointly, but since we only have one microphone, I'm going to 
go ahead and complete it myself. 
The Warren-Alquist Act told the Energy Commission that they had to regulate energy and 
electricity available in a manner which balances the provision of a reliable electric supply with the 
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protection of the public health and safety and environmental quality. Therefore, we believe our 
fundamental mandate is to make sure that the energy system not only meets the needs of Californians for 
reliable and affordable energy, but it does so in a manner that's consistent with the state's environmental 
goals. Therefore, we're really happy that as a committee you're looking more directly at what kinds of 
integration of air and energy planning we can see in the future. 
Although we work most directly with air quality issues and agencies in our power plant siting 
activities, actually we analyze air quality concerns in many of our "Other major proceedings. We've 
detailed this in, you know, kind of an exhaustive specificity in our written comments that we're going to 
present today. I'm just going to highlight three areas: the first would be the siting process, the second 
would be energy efficiency conservation, and the third is our energy technology development programs 
which include the clean fuels processes. 
As you know, the Energy Commission is authorized to issue permits for the construction of 
electrical power generating facilities which comply with applicable federal, state, and local ordinances, 
including those pertaining to air quality. In addition, under the California Environmental Quality Act, 
we've been designated as the lead agency and our power plant siting and permit procedures are 
designated as functionally equivalent for the purpose of CEQA compliance. 
The Commission staff provides an independent review of all air quality issues which arise during 
review of a power plant siting case. And although the local district provides the determination of 
compliance which contains their proposed conditions of certification, the Energy Commission staff 
actually has the lead responsibility in coordinating the review of air quality impacts of a project in a 
siting case. 
In the event that the Commission or the local district determines a project does not conform with 
the rules and regulations, the Commission, the Air Board, and the local districts are required to meet to 
attempt to correct whatever the deficiencies are. Although we do have the authority to supersede local 
and state regulations, the actual issue of whether that authority can override federalized air quality 
mandates have never yet been tested. We've been able to work together successfully to date. 
Just two or three examples of issues that we deal with in siting cases-- offset availability has been 
virtually an issue on every siting case where emission offsets are required. In particular, there have been 
cases in Kern County where the applicant has proposed reductions from emission sources which were 
never built, although they were permitted for construction. So we have the question of whether these are 
real offsets and whether or not they do mitigate potentially significant air quality impacts. We actually 
have rejected these paper offsets and required actual quantifiable, enforceable, permanent reductions to 
mitigate the impacts. 
Best available control technology comes up in our cases. Those determinations are made by the 
local districts. We found that sometimes they will vary for a similar kind of plan even within the same 
district, depending upon what considerations were taken into account at the time it was made. They do 
vary between the districts certainly. And sometimes we see where we don't exactly see the BACT 
emission levels actually mitigating the impacts that are caused by the plants, and we have in those cases 
tried to evaluate alternative control technologies or control levels to mitigate those impacts. 
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A final area --I'm sure you know Commission has an elaborate set of conditions for a 
need determination for power that to meet our or economic need tests still 
can be sited if they pass the balancing need tesL You hear the term ba a lot here. The purpose of 
that test is to determine whether there are any benefits to the local or state 
economy or to the environment which would not be realized without the construction and operation of a 
project. Significant air quality benefits or the lack thereof has been an issue in applying that need test. 
We have sited power plants under that particular test. 
Turning to energy efficiency, we have a mandate there in the Warren-Alquist Act to consider air 
quality in our efficiency programs. In reality, in history indoor air quality has been a little bit more of an 
issue in our standards than outdoor air quality, but it is important to realize that throughout the state's, 
you know, commitment to efficiency, we've made major energy savings and they do have commitment--
if you don't use the energy, you're not causing the air pollution. 
Compared to 1977 trends, overall electricity use is down 10 percent in 1988 and natural gas use has 
reduced a full 13 percent. Peak electricity demand is also down 13 percent. And projecting into the 
future, without our energy efficiency programs that the state overall has, we would see 1999 statewide 
electricity use 16 percent greater and gas use 21 percent greater. So we really want to identify the fact 
that conservation is working and it's an area we want to continue to put focus on. 
In our review and comment on the South Coast draft plan, which we've provided you those 
comments under the peach cover up there, we did stress opportunities that we had seen to improve air 
quality offered by increasing and expanding utility, private sector, and government energy efficiency 
programs. They have ambitious goals that they will be adopting in that document and we support those 
goals of savings. We want to work with them to be more specific about what programs you would start in 
a Tier I setting to really achieve goals in that 20-year time frame. I'm not going to read it for you unless 
you're interested. We've explained several areas, and partiCularly where we would seek to propose 
programs related to implementing that plan. We are working at the staff level with the South Coast in 
evaluating the actual potential level of emissions reductions that come from conservation programs. 
That's an area where more work needs to be done. And also to include emissions savings in our 
evaluations of the cost effectiveness of conservation and load measuring programs. As you know, that's 
not something that's been done in the and the Warren-Alquist Act doesn't have a specific factor 
related to air quality or environment in its calculations. The initial work with the South Coast is going to 
provide a bridge of technical expertise for both the CEC and the district, and it will be an opportunity to 
possibly identify ways to work with all the districts. 
A final area, energy technology development, has a lot of air quality-related issues. As you know, 
this program ranges from the Energy Commission's longstanding commitment to encourage cleaner 
renewable energy generation technologies and to multimillion dollar programs to fund innovative energy 
technology R and 0 and the school bus efficiency improvements in the clean fuels. 
Just to hit a few of the highlights-- this is an area where it's fairly important. We're doing a lot of 
things related to air quality. In renewable energy facility development, just for the record we've got a 
real significant amount of that power on line right now and it's not all clean per se, but there's a lot of the 
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hydro and solar and wind and the cleaner combustion sources that allow us to right now have installed 
capacity of about 8,970 megawatts. That includes the utility's hydro projects. In 1988 that counts for 
over 30 percent of the resources, and we're looking at another 1,000 to be on line by 1991. A lot of those 
non-hyro technologies are owned by the qualifying facilities and have been developed there. 
Turning to clean-burning transportation fuels, you're more familiar with the legislation than I am, 
but there's certainly---this year we've seen an expansion of the states's clean fuels program focus to 
increase not only the fuel flexible vehicle and heavy duty methanol elements, but to include 
demonstration of CNG and electric vehicle technologies and the school bus demonstration. I've 
identified that we've got 2.7 million dollars for flexible fuel vehicles, 1 million for heavy-duty trucks, 
about 400,000 for CNG, and another 400,000 for electric vehicles, and 500,000 for evaluation of this 
demonstrations and the school bus program has certainly got a large PVEA allocation associated with it. 
Also, we've got AB 234, which is where the Energy Commission in cooperation with the Air Board 
prepares a report on the expected availability and price of methanol and other clean-burning fuels. We 
will be providing recommendations to the Legislature. 
Certainly we do see issues that are remaining as the state moves forward with the clean fuels 
program. In combination with improved efficiency, the widespread use of cleaner burning fuels to 
replace petroleum in the transportation sector holds a promise of significantly improving California's air 
quality. Some questions do remain and there is a need for continuing quantitative analysis and 
evaluation. That's the subject of the AB 234 advisory committee. 
Certainly, we've got a lot of issues that we've identified in the testimony that you can look at in 
detail. Certainly, examining the future costs, examining the detailed air quality implications and 
examining the different transportation modes where particular kinds of clean fuels might be particularly 
appropriate. 
I do want to touch on global warming since you mentioned that earlier. There is legislation 
directing the Energy Commission to conduct a study and report to the Legislature on how global warming 
trends may affect our energy supply and demand, air quality, economy, environment, agriculture, and 
water supplies. We will be coming forward with recommendations. We're consulting with the Air 
Resources Board, the UC System, DWR, and the Department of Food and Ag. We'll have a final study in 
mid-1990, June of 1990. Our detailed comments list specifically the components of that study. 
CHAIRMAN ROSENTHAL: Would you sum up, please? 
MS. PRAUL: Yes. Finally, I would just like to say that the challenge before us is the balancing of 
the Clean Air Act mandate to protect the public health at the same time as we have the availability of all 
forms of energy necessary. From the Energy Commission's perspective, we really do see, right now, a 
lack of correlation or inadequate correlation between the air quality and electricity procurement 
aspects of the generation system and the Energy Commission's ER. We also recognize that there's not 
one state agency with the mandate to coordinate the planning at the air quality, transportation, and 
energy level. And also, that there's no state authority that's doing a coordinated vehicle efficiency and 
emission strategy. We explain these things in more detail in the written comments, but we suggest that 
they may merit further consideration in your proposed Joint Committee on Energy Regulation and 
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Environment. 
Also, we'd like to make a call here for the establishment of force for energy issues in the 
South Coast Air Basin. Something along those lines was suggested in the draft plan. We believe that 
there are important agenda items which would include electricity demand and supply and the 
implications of electrification proposals and a conservation program development, natural gas 
availability, and many other things. We urge that the South Coast establish that task force as it adopts 
the AQMP. Thank you. 
CHAIRMAN ROSENTHAL: Thank you. Let me comment upon your statement regarding flexible 
fuels. What you're basically doing are some demonstration, but what is your view on the feasibility that 
in the next ten years we will have flexible fuel and electric vehicles to help reduce air pollution? 
MS. PRAUL: What was the question? In the next ten years we'll have electric vehicles? 
CHAIRMAN ROSENTHAL: Is that flexible fuel and electric vehicles. 
MS. PRAUL: Well, I'm not an authority in this area, but my understanding is that we are making 
significant progress in commitments toward flexible fueled vehicles. We are also making significant 
progress in the availability of vans in the electric sector. We're not---we do not see the widespread 
availability of passenger electric vehicles until well into the late '90s, if then. We do have an EV task 
force that we're just starting up, arid we could get you more information to respond to that question. 
CHAIRMAN ROSENTHAL: The biennial Electricity Report establishes a framework for future 
generation of electricity. How does the Commission intend to integrate the pollution cost factors in the 
Electricity Report which I think has been missing? 
MS. PRAUL: We would concur that that's an area that we have not yet been able to manage in a 
quantifiable sense. We are making some progress in trying to evaluate what the cost of clean-up of, say, 
a ton of NOx is worth. And certainly through our continued work with the Public Utilities Commission in 
implementing the non-quantifiable factors through the bidding process, we're hoping to make some 
progress in that area of valuing both conservation and clean renewables relative to their emissions 
benefit. I do not see the current Electricity Report providing a final answer there, but we are looking 
forward to working with the other on that subject. 
CHAIRMAN ROSENTHAL: One of the things that disturbs is that I think that the PUC, the Energy 
Commission, utilities, all speak about conservation as an kind of a thing. What more should be 
done in your opinion than what we are now doing as far as conservation, because certainly conservation 
reduces the need for rnore energy? What should we be doing in your opinion? 
MS. PRAUL: Well, I think we need to take a careful look at how we place the cost-effectiveness 
bounds on our conservation program calculations. And if we can, you know, quantify or verify exactly 
what value emissions savings have, then we would have a broader band of cost effectiveness to put 
programs forward, both in a mandatory sense and a utility program sense. That's a framework question 
that we could be addressing in more detail in the next year. You know, we need to do some more 
calculations and work there, but that's something to pursue. 
I believe there are very major progressions that could be rnade in the lighting sector that are not 
yet on the books anywhere, and utility peakload management programs certainly in areas where summer 
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air conditioning is driving that. I believe the Energy Commission could do more in the way of standards 
and I believe that we should be funding utility programs at a higher level than we are now; and if 
necessary, do that in a focused way where you're directly tying it to air quality emission problems. 
CHAIRMAN ROSENTHAL: You know, one of the things that I keep reminding myself about is that, 
know, we have a drought and there's a water shortage. At the first big rain, everybody forgets that 
we had a shortage, as if that one rain is going to replace all of the groundwater. It may be running down 
the gutters. But even if there's conservation, we never move forcefully into conservation until there's 
some sort of a calamity of some kind. It just seems to me that in terms of looking toward the future, 
everybody involved, the Energy Commission, the PUC, the utilities, the air pollution agencies, all have to 
move more aggressively in the area of conservation. 
MS. PRAUL: Well, one of the points we raised in our written testimony is that the Energy 
Commission can work with local jurisdictions in impacted air quality areas to have them develop building 
standards or appliance standarc;ls that are stricter than the Energy Commission's. So we see this as a 
really important additional boost to the conservation commitments that the state is making, and we'd 
like to work with you to see how better to implement those. 
CHAIRMAN ROSENTHAL: I just would hope that we don't need any more legislation. I think we 
have enough of that already. But it appears that nothing really takes place on this voluntary basis by the 
agencies that ought to be doing it, by the utilities that ought to be doing it, until there is some legislation 
forcing them. 
MS. PRAUL: we seem to have lost some ground in the last few years. 
CHAIRMAr~ ROSENTHAL: Thank you very much. 
Our next panelist is Tom Beach, who is the advisor to Commissioner Donald Vial of the PUC. 
MR. TOM BEACH: I thank you, Senator Rosenthal, for the opportunity to appear today. For the 
record, my name is Tom Beach. I am advisor to Commissioner Don Vial of the California Public Utilities 
Commission. And I am the coordinator of a task force at the PUC that is getting more involved in 
environmental issues that are related to our responsibility to regulate the investor-owned utilities in 
California. 
What I'd like to do this morning is to provide you with some updates on some of the CPUC actions 
that are described in the staff paper for this hearing. The PUC has sent a letter to the South Coast 
District saying that we would be happy to participate in a task force on energy issues that are related to 
the implementation of their air quality management plan. And we also certainly are willing to work with 
the Energy Commission. I hope that they can participate on this task force, too. 
Last Friday at its Commission meeting, the PUC conditionally approved Southern California 
Edison's Devers Palo Verde No. 2 Transmission Line Project. Although the need for this project will 
probably have to be reevaluated due to the proposed Edison and San Diego Gas and Electric Company 
merger, the PUC felt that it was important to signal by approving this decision the method used to 
evaluate this major transmission line project. 
The method that was used to evaluate this project included explicitly the incorporation and the 
cost-effectiveness analysis of a dollar value for air emissions reduc.tions. Now the Devers Palo Verde No. 
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2 Transmission Line would allow the importation of ncreased amounts of economy energy from the 
southwest and therefore would have significant air benefits. we are going to try to 
work on developing methods to value air quality benefits so we can use them in our cost-effectiveness 
evaluations, not only of new utility resources like this transmission line, but also, for example, in the 
cost-effectiveness calculations for conservation programs. 
This certainly is true that in recent years a number of the conservation programs that were begun 
earlier in this decade have been phased out because using the tests, the cost-effectiveness test that have 
been developed, these programs were no longer cost-effective. Incorporating air quality benefits into 
these calculations, I think certainly will help to justify a number of the conservation measures, for 
example, that the Energy Commission has cited in their comments on the South Coast Air Quality 
Management Plan. We are certainly willing to work with the CEC, for example, in revising the Standard 
Practice Manual for cost effectiveness; it is a joint effort of our two commissions to try to incorporate 
explicitly the costs of air quality impacts into those cost-effectiveness calculations. 
The staff paper refers to the recent workshop we held on incorporating air quality benefits into how 
the CPUC establishes the prices for independent power production in California. Now, in a related 
development, at the Commission's last meeting, on Friday, the PUC issued an order that re-focuses the 
investigation that we have had ongoing into ratemaking mechanisms in the electric industry. And one of 
the major focuses of this investigation is going to be how to place conservation and demand side 
management measures on an equal footing with supply side resources in providing for future utility 
resource needs. We think that developing a method that treats conservation and load management 
equally with new power plants will be a very important step in helping to further stimulate conservation 
efforts. 
The PUC has an order on its agenda for the 19th, next Monday, to begin an investigation which is 
going to serve as a vehicle for sorting out which of the many proposed new interstate pipelines to bring 
new gas supplies to California will best meet the state's needs. This order is a follow-up to the hearing 
that was held in this room in October regarding the long-term natural gas supply needs of the state. So I 
think the immediate future is going to see some additional progress on bringing new natural gas supplies 
and pipeline capacity to California. 
Of course, that's very i in view of the South Coast's proposed fuel oil phase-out plan, 
because fuel oil prices do function to put a lid on natural gas prices. And if fuel oil is indeed phased out, 
then we are going to have to rely on gas-to-gas competition to keep gas affordable for consumers in 
California. And if we are going to rely on gas-to-gas competition, we're going to need the ability to shop 
around for our natural gas, and we need pipeline capacity in order to do that. Of course, pipeline capacity 
is not going to be cheap. There will be increased costs associated with any new pipeline that's developed. 
I think the general perspective that the PUC has taken in our comments to the South Coast District 
on its air quality management plan has been somewhat as follows: The PUC's constitutional mandate is 
to see that the ratepayers of the industry-owned utilities receive reliable service at the lowest 
reasonable rates. And as such, in promoting and carrying out t mandate, we have a lot of experience 
with cost-effectiveness analysis and least-cost planning. And we've required the utilities to do cost-
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effectiveness analysis for conservation programs. We've required them to follow least-cost plans for 
new resources for how they buy natural gas and for how they generate electricity. 
We certainly fully support the South Coast District's efforts to clean up the air in the Los Angeles 
area. However, we would like to see them follow a least-cost strategy to attain this. And I want to say 
th3t we're saying that there are things in their plans that they should not implement. What we are saying 
is that in deciding how to implement the measures that they outline in their plan, they should give greater 
consideration to what is the least-cost way to do it. I would note that they do present this as an 
alternative to their plan, and they actually have a listing of all their measures according to---from the 
least-cost to the most-expensive cost. And we would like to see greater consideration of that ranking 
when they decide which measure to implement first and how to---that what the timing of the 
implementation of these measures should be. 
If the South Coast District were to do that, I think we would have a lot more confidence in, for 
example, the numbers that we use for valuing air quality benefits in our cost-effectiveness analysis for 
new resources and conservation programs. Essentially what I'm saying is that it would give us more 
confidence that the ratepayers in California are getting the most bang for their buck as far as air quality 
improvement goes. Because I think it's as the Senator said in his introduction, it is certainly that the 
ratepayers are going to have to pay something in order to contribute to cleaning up the air •. D,nd I thank 
you very much. 
CHAIRMAN ROSENTHAL: Let me ask apropos of that last statement -- South Coast District --
te 11 me about the pressures to pursue a least-cost strategy. 
MR. DENNISON: Well, I think basically the situation of least-cost strategy is one that you don't 
unnecessarily spend money to achieve a supply or an energy supply. We may have some competing goals 
in that sense in that we look at cost effectiveness in terms of a dollar per ton removed through a strategy 
that may not be entirely compatible with---that's the least expensive way to put an energy supply into 
the infrastructure in that there may be some other benefit in terms of air quality reduction or air quality 
mitigation that occur through a supply line or a change to the infrastructure. So we may be approaching 
this, the same type of thing, but a little differently. And our levels of what we see as cost effective may 
be different from the energy supply and from the air quality's side and that that needs to be worked out 
and it needs to be coordinated. 
CHAIRMAN ROSENTHAL: That's one of the things that bothers me, because the utility will say, 
you know, not us because we're only 2 percent of the problem. That may be the least cost. Okay? And 
yet if we did everything to the utility, we may not be cleaning up the air that significantly. So maybe 
least-cost is not the way to go, because we don't get enough results from that least-cost. As I indicated 
earlier, everybody's going to have to pay, and that may mean some tough decisions which may not be just 
least-cost. Because I think that the PUC really ought to rethink its position in terms of that concept. I 
see the PUC, for example, you know, talk about least-cost when they talk about, you know, the purchase 
of gas, natural gas. You know, buy spot gas as cheap as possible. And then you have a curtailment. And 
now that you have to replace that gas, you've got to pay three times the price. So short term versus long 
term is one of the problems, I think, that the PUC needs to look at it in more detail. You know, the PUC's 
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concept of a long-term contract is one year creates problems for both pipelines and suppliers and 
everybody else, but may satisfy the PUC because it has done what it thought was prudent in terms of 
saving the rate base. It may save the rate base today. Down the line it's costing a lot more. So least-cost 
really is not, in my opinion, the only way to go. I think it ought to be part of the formula, but not the 
emphasis. 
I want to commend the PUC in terms of that curtailment -- the emergency response on last 
summer's curtailment in Southern California which threatened to aggravate the smog problem. 
However, I'm aware that there are a number of air pollution districts in central California who raised 
some concerns about shifting dirty air someplace else. And they complain to the PUC about not being 
consulted. So what I'd like to ask is what the PUC is doing to improve efforts to coordinate these local 
districts so that we just don't move dirty air someplace else, getting rid of it, you know, not in my 
backyard. 
MR. BEACH: I guess I'd like to say that in retrospect, I think we learned a lesson from the reaction 
that we got from air agencies in other parts of the state. It was indeed a situation in which, you know, 
Mayor Bradley called up the President of the PUC and we jumped up and took some very quick action in 
order to make sure there was more gas flowing in Southern California; and in retrospect, we probably 
neglected to do some things that we should have done such as notify air agencies in other parts of the 
state, that it was actually the last---the lowest priority measure on---of the series of emergency 
measures that we took, was to allow gas to be diverted from San Diego and PG&E to be used in the L.A. 
area and then San Diego and PG&E would burn oil in their service territories to provide that gas. That 
was the lowest priority measure. It was not used to deal with the curtailment, but in retrospect, we 
certainly should have notified those air agencies that that was a possibility. 
CHAIRMAN ROSENTHAL: One other final question: What are you doing to ensure the upcoming 
bidding process that that bidding process reflects air quality benefits? 
MR. BEACH: Well, we had a hearing in November, a workshop in November where we invited 
people to come in and address how air quality impacts and other non---what we have called non-price 
factors can be included in bidding for QF generation. And we are now looking at perhaps revising the 
bidding system we have to go to a bidding system that will more explicitly include air quality benefits 
that certain technologies provide. 
CHAIRMAN ROSENTHAL: Very good. Let me just have a final comment now to regulators. I'm 
encouraged when I hear each one of you say we want to cooperate with the other one. The PUC and the 
Energy Commission and the South Coast and the Air Resources Board all want to cooperate in each 
other's area of expertise in order to bring about better results. I want to see that actually take place. It 
shouldn't require a hammer. It ought to move because we're all talking about similar concerns, and there 
just doesn't seem to be anybody coordinating everything that's going on. 
Each one of you have your own job to do, but it seems to me that these task forces that have been 
suggested ought to be set up so that there is coordination between the four of you so that we all move in 
the direction of cleaner air, particularly in the South Coast, although I must tell you that it's growing in 
other parts of the state. Sacramento is not far behind. 
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And I always like to remind people: We now have 28 million people in California. By the year 2015, 
it's estimated we will have 40 million people in California. So we may be just standing still, just running 
ahead just to stay in place. The population is increasing at the rate now of about 700,000 a year. That's a 
major city every year. If we don't do something a little more drastic than what has been suggested so far 
in terms of meeting air quality, it's just going to be impossible. 
And so I would like to urge that people sit down and talk to one another and make some tough 
decisions a little quicker with shorter spans of time. Because if we don't do it on the call of a voluntary 
basis, I guarantee you there will be initiatives on the ballot to do it to us. Please. I encourage you to 
move more quickly into solving some of these problems. People are not going to put up with dirty air. We 
saw what happened with some of the other things that have now appeared---previous passed on 
initiatives. They're going to come. We need to clean up the air, and we need to do some tough things in 
order to arrive at it, and we need to plan to do it in a shorter period of time than we are now talking about. 
Anyway, thank you very much for your input here today. Mr. Beach, would you give my regards to 
departing Don Vial? 
MR. BEACH: Sure. 
CHAIRMAN ROSENTHAL: Thank you. We will now hear from the energy utilities. Mr. Mct<enzie, 
Mr. Christenson, Mansour, Frost and Pelote. Gentlemen, welcome. We'll start with Mr. McKenzie, who 
is the Supervising Engineer of Environmental Services for Pacific Gas and Electric. Good morning. 
MR. JOHN F. McKENZIE: Good morning, Senator Rosenthal. We have a two-part presentation 
here which will be led off by Dan Lubbock relative to your question. You have two questions: One, 
natural gas and its availability; and the other question, what has PG&E done for air quality? 
CHAIRMAN ROSENTHAL: Very good. And you're going to limit it to about ten minutes. 
MR. McKENZIE: Correct. 
CHAIRMAN ROSENTHAL: Thank you. 
MR. DAN LUBBOCK: Senator, Dan Lubbock. I'm an attorney for PG&E. I was sort of the last-
minute person pulled in here because our gas people were previously tied up. 
You have a'sked what PG&E is doing, and I guess the context is with regards to assisting Southern 
California area. We are working in more than one area, and we also are doing things for Northern 
California. But to start out, with regards to the availability of gas, there are two major things we're 
doing right now: No. 1, we have applied to extend our export license in Canada from 1994 to 2110 for 
additional gas to Northern California. Additional gas to Northern California has the ability of, when 
PGc<t.:E doesn't need it for its requirements, to be able to send south at this time. We are also in the final 
stages of preparation of an application for expansion of the PGT pipeline system. And the filings will be 
made for that by the end of this year. And if installed, that can make available to Southern California 
approximately 600 MMCF per day, which would be for the benefit of Southern California utilities and 
Southern California people. 
Closer to home, PG&E has been involved in the expansion of its storage capacity, and also in 
seeking approval to upgrade part of its in-state transmission system. Now, the in-state transmission 
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system-- it's really the ST ANPAC line, , very soon we're to enter into a settlement with 
regards to a part of that line, which will allow us to return the line operating pressure. In addition, 
we have a separate application now to upgrade another portion of that line; and when that happens, there 
will be an increase of approximately 20 percent which, depending upon operational requirements at the 
time, can also be available to transport additional gas to Southern California. 
Starting in 1987 and finishing up in '89, we have been increasing our withdrawal capacity from 
McDonald Island storage field by approximatey 30 percent. This expansion, what it does is it shortens the 
length of time required for the injection process. I mean, because either we have to put it in or take it 
out. If we can shorten the injection process, it means there's more time that we can withdraw under 
circumstances if it's needed, either on our territory or if we had gotten that far in this summer situation, 
there could have been a possibility that some gas could have come from there. 
You also asked about what we were doing in the area of research and development in fuels. And the 
company is involved both on the electric side and the gas side. It's kind of interesting. I did a little 
research into this to find out about it. 
In the gas area, the use of compressed natural gas, between 1985 and '86, the company modified 72 
pickup vehicles in its fleet and located them throughout its service territory. Because when you use 
CNG, it's high pressure, you've got to pressurize the gas to somewhere around 2,500 pounds per square 
inch, so they had to install two special fueling facilities; one is in Oakland, the other is in Fresno. 
Now, following up on this thing, we've recently agreed to go jointly with El Paso natural gas to 
participate in a demonstration project in the Sacramento area, for Sacramento Regional Transit 
Authority on a limited number of buses. PG&E will provide the fueling station and will contribute 
funding for half the cost of managing the program. In addition to PG&E and El Paso, Chevron is involved 
and they will be funding the emission testings of the converted buses; and it's anticipated that the buses 
can be on the road by June of next year. 
In the East Bay area, PG&E has approached the Alameda-Contra Costa Transit Authority because 
of its location of the transit yard to the proximity---its close proximity to the fueling facility in Oakland 
and there are discussions going on about conversion of some buses there. That's high pressure. 
In the low pressure area, PG&E has involved since 1984 in development. And the low pressure 
is pressure of gas in the area of 500 per square inch instead of the 2,500. It's a little easier to work 
with. They're beginning to have some promising results with regards to the storing system in the fueling 
module. They have to develop an absorbent and that effect is with the absorbent you're able to almost 
change the form of the gas somewhat towards liquid and therefore you can work at a lower pressure. The 
results are such on that that PG&E currently is outfitting a vehicle with its department of engineering 
research. It's going to be on the road probably the beginning of next year. Currently, it's just about 
operational. They're going to put in all kinds of monitoring equipment to test this performance -- it's a 
dual vehicle -- between normal gasoline and the CNG. So they're going to have results coming out of 
that. 
Now, on the electric side, they've finished running a first generation GM van. And in the budget for 
next year, there's money for the purchase of seven vans. And really, they've gone from the technical 
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feasible demonstration mode into a demonstration for commercial operation. And each one of these vans 
will go to our service territories to be test driven by people who have fleets and things to see whether or 
not they can be used. And I think this fits in along with probably what somebody else is doing down here in 
the advancement. 
We are in discussions with EPRI for the development of accessories for electric vehicles, because 
you find that if you turn on, say, an air conditioner, there's a 30 percent power penalty. And so we're 
trying to work with them to develop some way to enhance the operation if you do use the accessories. We 
also are in discussions with EPRI and are working on an extended vehicle module, which is a generator of 
some sort which basically can double the distances that these vehicles can travel. Currently, the GM van 
that we're looking at has a range of somewhere around 70 miles per day. If you put one of these modules 
on it, in theory you can get it up to maybe 150. Chrysler evidently very shortly is going to come out with 
another vehicle -- instead of being 70 for the miles range, it's going to get up to around 110-120. 
And that's basically what PG&E is doing in the gas area and electric area and the alternate fuels. 
Mr. tvlcKenzie can tell you with regards to our air quality, since that's right in his backyard. 
CHAIRMAN ROSENTHAL: Thank you. 
MR. McKENZIE: That almost goes without saying that PG&E complies with all federal, state, and 
local air quality rules and regulations. 
We do have a very diverse generating base. About 36 percent of it is fossil-fueled; about 18 percent 
of it is hydro, including pumped storage; about 6 percent, geothermal; about 10 percent, nuclear; and we 
purchase about 30 percent. Because of this resource mix, our emissions from our fossil-fueled facilities 
are typically much lower than the permits allow. However, the fossil-fuel system provides an important 
contribution to meeting several very high demand days last summer, which was complicated of course by 
the poor water year and little availability of hydroelectric. Basically depending on the weather, whether 
it's raining or not or how wet it is, we can get up to 50 percent of our generation from hydroelectric. In a 
really dry year, it's as low as 9 percent. 
Our NOx emissions in the Bay Area are 7 percent of the total NOx emissions. Our CO emissions are 
less than one percent, as are. our other emissions of sulfur, dioxide, and particulate matter. Our 
emissions of volatile organic compounds, which is the major precursor to the ozone in the Bay Area are 
virtually insignificant. 
PG&E has reduced systemwide emissions significantly in the last several years. In addition to 
bringing on over 1,300 megawatts of geothermal, we've constructed other non-NOx emitting sources 
such as the 2,200 megawatts of Diablo Canyon and 1,300 megawatts of Helms Pump Storage Project. 
This in conjunction with our predominant clean-burning natural gas has typically reduced our NOx 
emissions from our fossil fuel facilities. 
We believe there's a significant difference between the Bay Area and South Coast Air Basin 
because of such factors as population density, meteorology, geographic conditions, numbers of motor 
vehicles, the air quality difference in the South Coast and the Bay Area basins. Both basins are non-
attainment for ozone and carbon monoxide; however, the number of days on which these standards for 
these pollutants are exceeded is much greater in the South Coast. The South Coast Basin, as you know, is 
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also non-attainment for N02. 
As a result of the inherent differences between those two air 
have to meet the respective needs of each basin. For example, in the 
air quality planning will still 
Area, the focus is on control of 
hydrocarbons for emissions to control ozone; while I believe in the South Coast, both hydrocarbons and 
NOx are focused on to control ozone. Therefore, the rules and regulations for NOx control in the South 
Coast may not be appropriate to the Bay Area district. In fact, in the Bay Area Management District's 
October news bulletin, on the first page is a very brief article, which says, "Ozone decreases sharply in 
1988." The federal .12 parts per million ozone standard was exceeded on five days in 1988. I believe, in 
just one station in the South Coast, it exceeded it 135 times. The decrease was---which is a decrease of 
over 60 percent from the 14 days in 1987. The decrease, according to the article, was based on a return to 
cooler, more normal summer temperatures in the Bay Area in 1988. And that number tied preceding lows 
of '82 and '86. And in discussions with the Bay Area Air Quality Management District, we understand 
they are projecting compliance with the federal ozone standard by 1994 or '95 and the state standard in 
'96. 
Relative to what we're doing for air quality in our service area, PG&E is participating in the San 
Joaquin Valley air quality study with financial aid and by providing in-kind services in the way of 
personnel, data gathering, instruments, data transfer, etc. And PG&E, along with the Bay Area Air 
Quality Management District, EPRI- the Electric Power r~esearch Institute, and other interested Bay 
Area industries is also proposing to develop an air quality model for the Bay Area. The results of this 
model will compliment the San Joaquin Valley air study by supplying it with boundary data where the Bay 
Area District model stops and the San Joaquin Valley model picks up. 
We believe that PG&E's leadership role and concern for a better understanding for ambient air 
quality in our service area was the driving force behind the development of the model for the Bay Area. 
Relative to legislation, PG&E did support AB 2595. We believe it's workable. We work very closely 
with representatives, legislative staff, other industry representatives, together to produce language 
which does call for tough and new, potentially costly requirements; at the same time, leaving to the 
district-- and we think this is really the key-- leaving to the district the decision as to how to implement 
those and again, we come back to cost effectiveness. If it costs 20¢ a pound to reduce emissions from one 
source and $3 a pound from a similar source, we believe it should be done in a cost-effective manner. 
CHAIRMAN ROSENTHAL: I hear that from utilities all over. 
MR. Md<ENZIE: I'm sure you do. 
CHAIRMAN ROSENTHAL: Okay. 
MR. McKENZIE: I'd like to conclude -- we're not on the panel ••• 
CHAIRMAN ROSENTHAL: Yeah, just---there's a perception, okay? And perception becomes 
reality. There's a perception that the utilities and the oil companies are creating the problem. I know 
that we have a major problem with the automobile, but the people out there don't know that or won't 
accept that. And the utility which says, you know, "We're just a small part of the problem," and the oil 
company, refinery, who says, "We're just a small part of the problem," doesn't get through to people. The 
average voter out there is going to vote soon to do something about you bad guys, whoever you bad guys 
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are, not realizing that, you know, we are the bad guys. Unless we change our lifestyle in terms of the 
automobile and some other kinds of things that we do, it's only going to get worse with an increase in 
population. 
MR. McKENZIE: Right. 
CHAIRMAN ROSENTHAL: So, coming down the pike, because people have already spoken to me 
about it, an initiative which says to the utilities, "You cannot burn oil, period," okay, what does that do? 
If you can't burn it, period, regardless of what happens. Least costs.,.- it doesn't matter. What would you 
do? 
MR. McKENZIE: Do you want to handle that? (Laughter.) We would obviously burn natural gas. 
CHAIRMAN ROSENTHAL: Okay. So what I'm saying is that particularly in the non-attainable 
areas, that's what's coming. I'm not suggesting that that's what ought to come. What I am suggesting is 
that there's a perception that that's a major problem. It's not as major in my opinion or in anybody's who 
knows; it's not as great as the burning of oil in the gasoline tank. But everybody wants to look at the other 
person as being responsible for the problem. And it just seems to me that, again, when we talk about least 
cost, there's no question that that's a concern; but the citizens really don't care about that. 
MR. McKENZIE: I really think there's a crying need for a public education program that really gets 
it through to the ••• 
CHAIRMAN ROSENTHAL: That's right. 
MR. McKENZIE: One person driving in one car. 
CHAIRMAN ROSENTHAL: That's right. And we all need to do that education. I mean, you all send 
out little notices which nobody reads because it's written by people who don't know how to use language 
that other people understand. I have often suggested that the utilities need to go hire somebody who 
knows how to sell soap, because they seem to get across the idea of the importance of selling something 
in a way that the average person understands. And it just seems to me that we all have to begin to 
educate by whatever means we can so the public begins to understand that they have a responsibility as 
well. So it's not just you guys. It's we who have to do something. And the utilities can, because they have 
a way of reaching into every home every month, begin to do something about it. 
MR. McKENZIE: We have worked with the Bay Area district in promoting an inspection program. 
We have held meetings with them, and you know, they're very conscious of this. It's very difficult to get 
that across to people. 
CHAIRMAN ROSENTHAL: I understand. 
MR. McKENZIE: And get people to read it and understand it.. 
CHAIRMAN ROSENTHAL: Yeah. But it's got to be in the language that people understand. It's got 
to be done by people who know how to do advertising, to sell soap or Wheaties. But I just throw that out so 
that you begin to think about how we educate people into the ways that we're going to have to go. 
MR. McKENZIE: I have one concluding comment, if I may. 
CHAIRMAN ROSENTHAL: Okay. I'm sorry, I didn't ••• 
MR. McKENZIE: That's fine. We're not on the panel on offshore oil this afternoon, and that's fine. 
but we'd like to state now that we are ready, willing, and able to supply electricity to offshore platforms. 
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We do at the moment, and we're will to discuss this with more offshore oil platforms. It's 
technologically feasible. It's here and done. And it reduces signi the air emissions from offshore 
platforms. Thank you. 
CHAIRMAN ROSENTHAL: Thank you very much. 
Mr. Mark Christenson, Vice President for Public Affairs, Southern California Gas Company. 
MR. MARK CHRISTENSON: Thank you, Senator. I'd like to begin with addressing some comments 
to the South Coast Air Quality Management Plan and begin by expressing our support for the efforts that 
the district is undertaking. It's a monumental problem to solve, as Dr. Lents, the executive director of 
the district often says, in concert with your comments, that in the next 20 years the population of the 
basin will increase something like 40 percent; yet to attain clean air standards, both state and federal, we 
have to reduce emissions by 80 percent, which means that virtually every source of emissions that we 
know today to accommodate growth has to be reduced by something like 90 percent. 
So the challenge is clearly there for all of us to develop a viable Air Quality Management Plan, and 
we believe at the local level work through the proper governmental processes is far preferable to either 
federal intervention or the possibility of an initiative, which you have cited. We do have some concerns 
about the Air Quality Management Plan. But I'd hasten to add that we believe the district has been 
responsive to these concerns, and we hope that additional progress will be made shortly in resolving some 
of these outstanding concerns. 
Our first concern about the plan is that we would hope to see natural gas recognized as a much 
greater part of the solution to the problem. For example, compressed natural gas vehicles can reduce 
reactive organic gas emissions by about 85 percent, compared to gasoline-fueled vehicles, and 65 percent 
less NOx emissions. To that end, we will be reintroducing to our company fleet next year dedicated 
natural gas vehicles to demonstrate the commercial applicability. Also, in concert with the Rapid 
Transit District, we will be putting in place about 10 natural gas-fueled buses in the fleet, again to 
demonstrate their commercial feasibility. We think such initiatives such as these should be expanded and 
recognized in the Air Quality Management Plan as a viable solution. 
In the longer term we are undertaking a significant commitment to the commercialization of fuel 
cells, which can reduce pollution in the sense of NOx by about 99.5 percent. These units can provide both 
electricity and heat and can be a virtually clean source of energy supply in future years. We plan to 
contract for 10 units in the 200 kilowatt range that would be delivered in 1991 for installation. And 
incidentally, we are working cooperatively with the South Coast District to have a couple of these units 
supply energy to their new facilities when they are constructed. 
Our second broad concern is that mobile sources are not aggressively enough pursued in the Air 
Quality Management Plan •. A.nd Senator, let me assure you that this is not to say that we shouldn't do 
more in stationary sources; yet we do need to recognize that mobile sources contribute something like 50 
to 60 percent of the emissions in the basin, while combustion from stationary sources contributes about 4 
percent. Therefore, any hope of attaining clean air in the South Coast Basin must pursue an aggressive 
mobil source strategy. 
Also, I think the solution in mobile sources will also help lead us in the direction of solving the 
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transportation problem, which is obviously a major problem to the continued economic viability and 
growth of the region. We need to be aggressive, and we are prepared to undertake public education and 
other forms of support to make the funding available for transportation infrastructure changes and as an 
employer to commit to the kinds of initiatives that will help move our employees to work in alternate 
ways than a single car. 
Our third broad area of concern in the AQMP is that which calls for electrification in the basin. As 
originally stated, this electrification plan looked to call for electrifying virtually everything from 
residential appliances through all commercial and industrial applications, requiring something like 
45,000 megawatts of new generating capacity in the basis, roughly double Southern California Edison's 
current generating capacity. Recently those estimates have been revised down substantially, but yet 
there are still concerns that we have there. This is clearly an expensive alternative. It may not be 
necessary, and in our mind, does not philosophically comport with the direction that we ought to be 
taking in establishing regulations; that is, to prescribe outcomes that are needed through tough 
restrictions on emissions, but to let the marketplace sort out the best use of fuel and technology to arrive 
at those goals th<1t are desired in the most cost-effective way. 
And by the way, we feel the same way about phasing out fuel oil use in the basin, even though 
currently it would be our product that might be mandated in. We do not think that the mandate of 
specific fuels is the way to go; rather, we should strive towards tough goals. 
Now, clearly, all that's going on in the air quality area is raising questions about new directions and 
public policy, and we may see some changes in public policy that could have an impact on the level of 
service to be provided by our companies who are customers. That level of service has been traditionally 
high. In 1987, even though we did experience a winter curtailment, we still served 95 percent of all 
market demands. We have requested and we are encouraged to hear that the PUC may soon issue an 
order to provide clarity in this direction and to provide a coordinated forum for discussion of these issues. 
We think that's absolutely essential that the PUC be allowed to take a lead role and exercise this 
regulatory jurisdiction. But also, when those proceedings are concluded and decisions are made, 
customers must commit to a level of service that allows us to plan for the energy supplies that they 
require in the future. I think that you know, Senator, that our service to most large industrial customers, 
including utility electric generating customers is on a very short-term basis. If new infrastructure is 
needed, we need long-term service agreements that can make possible the construction of utility and 
other facilities if that's what'srequired. 
Now I would like to turn just for a moment to the subject of summer curtailment, this last summer's 
curtailment, since that has been raised by a number of speakers this morning. ~="irst, as I think you know, 
there were some very extraordinary circumstances that combined to produce this curtailment last 
summer, and I won't recount all those events because we've been through them in detail. Yet, even in 
spite of those very extraordinary circumstances, we served 90 percent of all the market demanded 
through those summer months. In fact, I think it's interesting to note that because of economic reasons, 
electric utilities chose to refuse about one-third the amount of gas that was actually curtailed in the 
summer, because it was a higher priced supply of natural gas. 
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And just to show you how the vagaries of the can from day to day, in November 
of last year, in November of 1987, we were supplying about 1! cubic feet per day to our electric 
utility generating customers. Today, that amount is only 200 million cubic feet per day. And essentially 
we can tie to the fact that the price of oil has fallen substantially and is cheaper than the price of gas. 
The electric utilities, obviously, make the right rational economic choice consistent with their 
regulatory mandate for least-cost purchasing and buy and use oil. But that does mean at this very 
moment, that we are experiencing something like a 400 to 600 million cubic foot excess capacity on our 
system for bringing gas into Southern California. 
So, as you can see, the question of capacity and curtailment changes almost daily and from moment 
to rnornent. It is not an easy subject to unravel. It takes cooperation of a wide variety of government 
agencies, ourselves, and of course, our customers. 
I'd like just to conclude by saying that I think we have made a lot of progress in the use of natural 
gas as a clean-burning fuel over the years. For example, boilers today produce about 64 percent less NOx 
than the uncontrolled versions did only a few years ago. Turbine is 90 percent less. And even residential 
water heaters, 40 percent less. And there's further work that can and is being done for low NOx controls 
in burner applications and so forth. Again, we think that natural gas can play a strong role in the basin in 
helping to solve air quality problems and we look forward to doing that. Thank you. 
CHAIRMAN F<.OSENTHAL: As fuel oil is phased out in Southern California, and it is going to be 
phased out, what do you think can be done to promote gas to gas competition to keep gas rates 
reasonable? 
MR. CHRISTENSON: Well, I think that's a subject that the Public Utilities Commission is going to 
undertake to study in depth. But clearly, there are some risks in proceeding along that way. You offer to 
phase out as a fait accompli and it may be. 
CHAIRMAN ROSENTHAL: Is a fait accompli. 
MR. CHRISTENSON: (Laughs.) That being the case, I think we're going to have to look carefully at 
the changed level of service that's required and the Public Utilities Commission will have to undertake a 
very thorough investigation to find out what that means and we're going to have to find out what 
the customer choices are. I think we need to keep in mind that there are a variety of ways, as the PG&E 
representative has already indicated, whereby electrical utilities can produce and procur electricity, 
simply because fuel oil is phased out does not mean ipso facto there's going to be more gas burning in the 
basin. They may chose to move generation elsewhere or buy more purchased power. That I think is 
probably the question that representatives of Southern California electric utilities could better answer. 
CHAIRMAN ROSENTHAL: Okay. We'll move now to Mr. Mansour, the manager of Environmental 
Regulations for Southern California Edison. 
MR. NADER MANSOUR: Good morning, Senator. 
CHAIRMAN ROSENTHAL: And gentlemen, let me just comment that we did not separate two 
utilities. It was just an arbitrary setting of those names. (Laughter.) 
MR. MANSOUR: Good morning. (want to present a very brief discussion of where Edison's 
missions have been, where they are now, and where they're headed and also comment on some of the 
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activities that Edison is undertaking now to reduce emissions from its own facilities as well as from 
offering services to its customers to reduce emissions. 
Southern California Edison is one amongst the leaders in Southern California to reduce emissions. 
Since 1980 Edison has reduced emissions by over 73 percent. Very few sources in the basin can make that 
claim. That is on top of some 80 percent reduction that took place in the '70s, during the decade of the 
'70s. Because of this aggressive emission reduction program, today, the energy served by Southern 
California Edison to its customers represents the cleanest source of energy in the basin. Currently, the 
energy we serve our customers, for every megawatt we serve our customer, there is a corresponding .3 of 
one pound of NOx emitted into the atmosphere in this basin. That is by far the lowest emission rate 
anywhere for any source of energy, including cogeneration, if I may add. 
We're not going to stop there. We're looking at other ways to reduce emissions, cost-effective ways 
to reduce emissions, that are consistent with our operating needs. In fact, we are currently engaged in 
discussions with the South Coast District to reach a compromise agreement on where we might be by the 
year 2007; and without getting into a lot of details, we have offered to reduce emissions even another 50 
percent from where we are today. 
The issue of ••• 
CHAIRMAN ROSENTHAL: Let me just break in because, you know, the question in my mind is, 
how do you respond to the South Coast District's complaint filed with the PUC? Regardless, you've 
decided you're going to burn 100 percent fuel oil this winter regardless of the gas availability. How does 
that fit with what you've just said? 
MR. MANSOUR: It's mind boggling to me, if you ask me, because the South Coast Air Quality 
Management District, as you know, has the authority to require the use of natural gas on episode days. 
Indeed, they do. And we have complied with that requirement. They have elected not to require the use 
of natural gas on N02 episode days, the first stage N02 episode, as the one we're having today, for 
instance. They've reached that conclusion after having looked at the impact that power plants have on 
ambient N02 levels and found them to be significantly small so as not to warrant the need for power 
plants to switch to natural gas on episode days, N02 episode days. If they have now changed that view, 
and if they now have additional evidence that would suggest to the contrary, by all means they should be 
able to go back to their board and seek an amendment to the rules so as to require natural gas burning on 
N02 episode days. 
CHAIRMAN ROSENTHAL: It just---1 hate beating a, you know, horse to death. How do you 
respond if in fact there is a decision made that we will not burn oil in Southern California? 
MR. MANSOUR: Senator, we're quite concerned about that, that policy. And not just strictly from 
a cost perspective. As you well pointed out, oil does serve as a price cap over natural gas, and that's very 
helpful to the consumer. But beyond the cost implications of that policy, we're quite concerned about the 
reliability of the electrical system, if that was the case. The oil market is a very large and deep market 
that we can tap into on a moment's notice and have fuel to burn, so as to continue providing service to our 
customers. 
If we are strictly a natural gas utility, that is, the only fuel we can burn, then we will be faced with 
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situations in which---if natural gas for whatever reason is 
provide service to our customers. The other fuel if may 
methanol and propane are so small that Southern California 
States' demand of methanol in one day. 
we are not going to be able to 
the other fuel markets such as 
alone can consume the entire United 
CHAIRMAN ROSENTHAL: Now, that may not be the answer. But what about the concept or 
purchasing your own gas or filling your own pipeline, or you know, all sorts of alternatives or buying into a 
pipeline so you bring your own gas and you're not dependent upon the existing gas company? 
MR. MANSOUR: Those are our good alternatives. We are pursuing those. We are examining those 
very vigorously. But I must emphasize that for reliability reasons, oil must remain an alternative. Even 
if it's not going to be used more than one percent of the time or two percent of the time, oil must remain 
an alternative so as to maintain the system reliability. 
CHAIRMAN ROSENTHAL: I'd like to welcome Senator Leonard. 
SENATOR BILL LEONARD: Good morning. 
CHAIRMAN ROSENTHAL: Good morning. Please continue, yes. 
MR. MANSOUR: So, to address the oil phaseout problem, what we would recommend is, rather 
than completely eliminate the use of oil, why don't we, as for instance, today there are regulations in 
most rural areas which would allow the burning of agricultural waste. I'm sure you've seen it in 
Sacramento many a time. 
CHAIRMAN ROSENTHAL: Right. 
MR. MANSOUR: And those are regulations that take advantage of good air quality days so as to 
allow some activities to proceed. Why can't we have a similar type of an approach here in the South 
Coast Air Basin where on good air quality days, predicted good air quality days, oil burning would be 
allowed, thereby allowing a greater amount of gas to be stored and to reduce the likelihood of 
curtailment during times when air quality can ill afford the use of oil. 
So that's what we offered to the District as an alternative, plus the alternatives you've just 
mentioned; namely, securing additional sources of gas supply in the basin so as to minimize the likelihood 
of curtailment. 
Finally, I want to close with a discussion of some research activities that we have underway. If I 
can touch on the AQMP, Southern California Edison does not want to be in the position of saying, "Don't 
control me, control the other guy." We have gone out and for the past year and a half spent over a million 
dollars researching the air quality problem in the South Coast Air Basin and have put together an 
alternative plan to the South Coast Management District plan, which would attain the ozone standards 
some ten years sooner and for approximately one-third the cost. We believe that that is an effort that 
will help enhance the development of better air 
sooner time. 
regulations and will help attain the standard at a 
In terms of reducing emissions from our own sources, we have two projects underway right now: 
One is the use of advanced low NOx burners on our boilers; and the other is the use of urea injection to 
reduce NOx. Both of these projects are expected to start producing results for us sometime mid-year 
1989. 
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Finally, we are also trying to look at our customers and see if there aren't cost-effective ways we 
can offer to our customers that will help them reduce their emissions. In the area of paint, for instance, 
we found that there are paint formulations that will use a much less amount of solvent, and to cure such 
paint, one would have to use infrared curing techniques or ultraviolet curing techniques. We are 
investigating those, so as to offer those as alternatives to our customers to help them meet the demand 
of our pollution control for lesser cost. 
Finally, we are also engaged heavily in the electric vehicle program, as you're probably aware; and 
we have every hope to see that this advancement will find its place in the market niche. I don't believe 
that we are there now today. We can say it will serve us in general use, but we hope to be able to find its 
place in the market niche to, again, help reduce air pollution. 
CHAIRMAN ROSENTHAL: In regards to the electrical vehicles, what more do you think that PUC 
and the Energy Commission and even the Legislature can do to help promote the use of electrical 
vehicles? 
MR. MANSOUR: We are---I am not today prepared to discuss in detail the proposals, but we are in 
the process of putting together a package of ideas that we will be coming to the legislators with and 
provide for some incentives for electric vehicles. There are some things that can be done at the 
regulatory level so as to provide greater incentive for folks, for instance, who will be instituting ride-
sharing programs, to use electric vehicles in the ride-sharing programs as opposed to gasoline-driven 
vehicles. 
CHAIRMAN ROSENTHAL: Now, one final question: After you buy out San Diego (laughter), after 
you've given the ratepayers a 10 percent rate cut, and after you keep all the other expensive merger 
promises that have been made, will you still be able to afford all the pollution control equipment that was 
required by the South Coast District? 
MR. MANSOUR: Uhhh ••• 
CHAIRMAN ROSENTHAL: I'm just being facetious. (Laughter.) 
MR. MANSOUR: Thank you, Senator. (Laughter.) 
CHAIRMAN ROSENTHAL: Thank you very much. Do you have any questions at this point? 
Our next speaker is Mr. Foster---Mr. Frost, I'm sorry, the administrator for Environmental 
Regulation for San Diego Gas and Electric. Welcome. 
MR. GRANT A. FROST: Thank you very much, Senator. We're just very happy to have a chance to 
be at the table this morning. 
You asked us a number of questions about what we at SDG&E have done as far as taking 
opportunities to reduce air emissions, and in particular, you were curious about what were done in areas 
of acquiring natural gas as a way to promote that and the use of alternative fuel vehicles. To kind of 
speed this along, I've got some testimony that I'll let you have, and I'll just go through this briefly. 
CHAIRMAN ROSENTHAL: Right. I hope that you're not going to read all this. 
MR. FROST: No. This is very---pretty quick. 
CHAIRMAN ROSENTHAL: Okay, fine. 
MR. FROST: SDG&E operates two power plants in the San Diego Air Pollution Control District, 
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and the district has had some success in reducing the emissions from a number of regulated pollutants. 
At present, it appears that for the San Diego District its m is primarily ozone and the two 
major contributors to San Diego's ozone problem are smog transport from the South Coast Basin and the 
mobile sources within San Diego. 
However, SDG&E has taken a number of steps to reduce emissions from a number of its facilities. 
We've reduced our NOx emissions through the low NOx burners that Edison is also working with. We have 
retrofitted some old gas turbines among---that power our gas system. We were one of the first in the 
nation to retrofit gas turbines. Recently, we installed two new gas turbines at a site in Riverside County. 
The technologies involved in NOx control are considered to be new and innovative under air quality 
regulations -- the first in the Nation. 
We also use low-sulfur fuel oil to take care of some of our sulfur concerns and emissions, and we 
estimate that during a ten-year period, the premium of using that low-sulfur fuel is about $37 million a 
year. We've done a number of other things to our boilers, other things to enhance our gas transmission 
system, so we can take full advantage of the emission reduction capabilities that natural gas presents to 
us. We've also funded an APCD ambient air study to look at what kind of impacts our power plants have 
on the community. The study's findings concluded that oil power plants' particulate emissions comprise 
one percent of the ambient level near the high impact areas. So, we like everyone else that you hear 
always says, "Well, it's somebody else, and we're not a big problem." But we do recognize our 
contribution to this. We also recognize how we fit into some of these kind of problems. 
As we said previously, a component of our emission reduction strategy are our efforts of always 
using natural gas fuels as long as it remains cost competitive with fuel oil. The idea that you need an 
alternative fuel to keep price competitiveness is very important to us as is the whole question of 
reliability. California is a very competitive market for natural gas. Suppliers would prefer not to deal 
with us, and we're usually the last case because of the low prices usually offered in Californi·a. So the 
importance of that cap cannot be underestimated. 
In addition to saving customers money, the reliability is as important. We purchase a lot of power, 
but we try to maintain a nice core amount of generation within our service territory. Without this ability 
to protect that reliability, there are some questions that we would have as far as customer service. 
The three issues involved in the natural gas supply and curtailment question can be broken down to 
gas availability, transportation, and storage. SDG&E has a very aggressive program for purchasing gas in 
the market. We have both term purchases and spot market purchases, primarily from the southwestern 
producers. We've also contacted producers in Canada, the overthrust regions in the mountain states, as 
far as acquiring gas supplies on the spot market. In the course of purchasing this gas, we have 
encountered limited problems with availability at that end. Those problems have primarily ~een a result 
of market forces. If someone else offers more money, that gas is diverted elsewhere. Or it has been due 
to an oversubscription in the transportation supply system -- getting it to California. We're very high on 
a priority list, so we have a good deal of success in getting our spot market purchase of gas into the 
system; but there are so many competitors out there and so many people trying to get gas into a finite 
system, that sometimes it gets difficult. 
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alternate fuel. We can build one fueling station; they can take adv of it. 
You asked earlier about what kind of programs we would like to see to encourage things. I guess it's 
not so much a program, but we have one cautionary note -- that the Legislature and the regulatory 
agencies don't move so fast to embrace one particular clean fuel, that that embracing in and of itself 
serves as a disincentive to continue the research, development, and demonstration of some of the other 
clean fuels. You know, they all have their own time frames. They all have niche markets out there to 
take advantage of. And if it appears to the manufacturers and to the suppliers of the different clean 
fuels that California has decided to go in one direction, in solely one direction, that disincentive may be 
enough to discourage entry of the others into the market. 
In summary, we take our commitment to protecting the environment very serious and will continue 
to do so. We appreciate this opportunity. 
CHAIRMAN ROSENTHAL: Thank you. You know, the summer emergency order which responded 
to the curtailment of gas required other utilities such as yourself to burn oil as you sent some gas 
someplace else. There are also the kinds of questions, for example -- you purchase from out of state. 
MR. FROST: Right. 
CHAIRMAN ROSENTHAL: In essence, that means we're exporting our pollution someplace else. 
Would you like to comment upon those kinds of things which either cause you to burn oil in your district or 
to send your pollution someplace else? 
MR. FROST: We, you know, we buy power from all sorts of suppliers, nuclear coal; so in that sense 
there is that export of pollution. It's trying to, you know, determine what kind of capacity needs are 
there, what the availability is, what pollution is not going to be present if weren't to buy the power. 
CHAIRtv1AN ROSENTHAL: Do you think there will be a growing resistance, for example, out of 
state to this transporting of pollution? 
MR. FROST: You're balancing that transporting of pollution against that overcapacity of electric 
supply. Currently it appears as though the weight has been given to let's see this first mechanism to use 
that excess supply up. A number of the utilities in the southwest have been laying off a lot of people. At 
present, they're unwilling to make that tradeoff. And so it is a tough position to be in. 
CHAIRMAN ROSENTHAL: Okay. Any questions or comments? 
SENATOR LEONARD: On your last cautionary note about the bias towards one alternative fuel 
over another, it appears to me, and the Senator may have a similar opinion, that the methanol folks in 
particular have been most aggressive in offering dual fueled vehicles for research to the Energy 
Commission and to other state and local agencies to making that available to different projects and 
applying for grants and other state funding. I can't tell you that I've heard from your company at all about 
your electric vans or your gas vehicles. I'm open-minded on the competition, but I need to hear what's 
going on in terms of my biases and what kind of programs might be developed. And so, my suggestion to 
your cautionary note is while it's well-taken is to get in there and join the others who are spending an 
awful lot of time talking to legislators and to regulators about the things that they're doing in their area, 
where they are advocates for one particular kind of fuel or combination. 
MR. FROST: Advice well-taken. 
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CHAIRMAN ROSENTHAL: Thank you very much. The final participant in this panel will be Mr. 
Pelote, Supervising /\ir Quality Engineer for the L.A. Department of Water and Power. Is that the 
way you pronounce the name? 
MR. T. PELOTE: That's very close. It's Pa-lott. 
C AN ROSENTHAL: Oh, Pelote Thank you. 
MR. PELOTE: you very much, Senator Rosenthal, Senator • On behalf of the City of 
Los Angeles Department of \Vater and Power, I'll be briefly describing our efforts to reduce the air 
em from our in-basin plants, to secure clean-burning fuels for those power plants, and to 
promote electricification. 
Senator Rosenthal, you've also asked us to inform you about what we know about the similar efforts 
of other members of the California Municipal Utility Association. And I'll start by doing that because it's 
very brief. 
The other CMUA members that operate power plants within the South Coast Air Basin are the 
Cities of Burbank, Pasadena, and Glendale. Each of those cities are currently actively involved in 
evaluating a variety of control options that are available to them for reducing their power plant air 
emissions. In addition, they are jointly funding a feasibility study of an electric transit system that could 
reduce motor vehicle travel within their cities and could possibly even service the Burbank Airport in the 
San Fernando Valley. 
With to City of Los Angeles Department of Water and Power's efforts to reduce air 
ern we've had an active in place for many years and it's been highly successful. Over the 
last 20 years, we've reduced our power plant air emissions in the basin by about 90 percent, and they now 
contribute only about one-tenth of one percent of total criteria pollutants here in the South Coast Air 
Basin. 
Our program is continuing, and the program we have in place today consists of three primary 
elements. The element of the program is the continuation of what has been most successful for us in 
the past; and that is, the development of energy resources located outside the South Coast Air Basin. 
Power 
this is a good opportunity for me to answer your question, Senator Rosenthal, about 
air pollution. A good example of our success in importing energy would be the Intermountain 
which is in the remote central area of the State of Utah. It's one of the cleanest 
coal-fired power plants in the world, and it has supplied as much as 40 percent of the monthly electric 
energy needs of the City of Los Angeles. This project is not only of environmental benefit to the City of 
Los Angeles, but it is also of major economic benefit to the citizens of Utah. One hundred percent of the 
coal that is burned in that plant is mined within the State of Utah, and the elected officials in that state, 
as well as the population, are highly supportive of us expanding that project. 
I might point out that not only do we have a potential to expand that project, but the citizens of the 
State of Nevada are also very anxious for us to build similar generating facilities in their state, even 
though this coal-fired power plant, Senator Rosenthal, has no significant air quality detriment to that 
remote region. 
The second element of our program today is the demonstration and retrofit of best available 
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retrofit control technology on our boilers here in the basin. We are currently in the middle of a 
$12 million project to demonstrate low burner in full scale on our Ames 
generating station Unit 3. Construction will start next year. we are confident that this project will 
demonstrate at least a 50 percent reduction in NOx emissions and that it will do so cost effectively and 
without any significant adverse air quality impacts. 
The third element of our program is the replacement of our oldest and least efficient power plants 
with new, much cleaner electric generating technology. And we are currently in the process of 
developing a proposal to replace all five of our steam generating units at Harbor Generating Station with 
a new ultra-clean combined cycle facility, which will result in a significant net emission reduction. 
What this means for the future is that if we are allowed to proceed with all three elements of this 
program that we are confident that we can continue to serve the growing electric energy demand of the 
City of Los Angeles, and at the same time, continue to reduce our in-basin power plant emissions. 
With regard to our efforts in the fuels area, clean-burning natural gas is the predominant power 
plant fuel that we utilize. Our the last five years, natural gas has provided 90 percent of our fuel 
requirements in the basin. But we are concerned that natural gas could be less expensive and could be 
more available to us, and we are taking actions to see that that happens. We are currently considering a 
variety of alternatives to achieve that, including the construction of our own pipeline and natural gas 
storage facilities. 
As you know, when natural gas is not available to us, our backup fuel is low-sulfur residual fuel oil. 
We also burn fuel oil at times when it will provide a savings to our customers at the City of Los Angeles, 
and at the same time, will not create any obvious air quality detriment. I might mention that fuel oil is 
also an excellent emergency back-up fuel for our power plants because it has a very low volatility. And 
what this means is that it can be transferred and stored for prolonged periods of time with a minimum 
amount of evaporative emissions. 
With regard to methanol, it appears to us that methanol is unlikely to become an economic power 
plant fuel or to become available in the quantities it will be required for power plant usage. It also 
appears to be one of the most expensive air pollution control alternatives to us. 
With regards to our efforts to promote electrification, that program is focusing on the 
development and commercialization of the electric vehicles; that is because motor vehicles are the 
one predominant source of air pollution in this basis, and electric vehicles can provide an emission-free 
alternative. 
Specifically, DWP is the lead agency in Councilman Marvin Braude's proposed international 
competition to supply 10,000 electric vehicles to Southern California, which we believe he will bring to 
full City Council probably just within the next few weeks. We are also in the process of ordering several 
additional electric vehicles, and it is our intention to continue to be a leader in demonstrating their 
practical application. 
With regard to other clean electric technologies, we are supporting the development of radiation 
curing, electric mass transit, heat pumps, and fuel cells. 
One element of electrification that we think is important is that we need to maintain electricity as 
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a and we think this impacts all of the electrification strategies, and that's one of the reasons 
we're committed to pursuing cost-effective ways of reducing our emissions from our power plants in 
the future. 
That concludes my remarks. Thank you. 
CHAIRMAN ROSENTHAL: Question. I just don't know what the answer is to this, and I've 
wondered about it. To what extent has the Department of Water and Power and other municipal utilities 
contracted with QFs, cogenerators, etc., to secure cleaner burning electric generators---generation? Is 
there any •.• ? 
MR. PELOTE: The Department of Water and Power-- as a percentage of our total energy is a much 
lower fraction than that the Southern California Edison has contracted with, and that's for a number of 
reasons. One of the reasons is that our avoided cost is less. So some of the QFs in our service territory 
have chose to have us wheel the energy to Edison and they contract directly with them. Another reason is 
that we don't have QF resources, such as wind resource areas within the City of Los Angeles. So there's 
essentially none of that taking place. 
CHAIRMAN ROSENTHAL: So what you're saying is that there are no QFs that could provide at 
your avoided cost any electrical energy? 
MR. PELOTE: No. We are---we have contracted with some QFs within our service territory, and 
we are purchasing some energy. 
CHAIRMAN ROSENTHAL: Oh. Well, that's what I was trying to get. 
MR. PELOTE: The percentage is far less than what Edison has contracted to do. 
CHAIRMAN ROSENTHAL: Would you like to add a comment, Mr. Jordan? 
MR. JERRY JORDAN: Mr. Chairman, Jerry Jordan with the California Municipal Utilities 
The distinction is that under PURPA, the selling QF can require that that power be wheeled to the 
utility with the highest avoided cost. So, since municipal utility avoided cost tends to be lower, they end 
up wheeling the power to other investor-owned utilities rather than purchasing it themselves. 
CHAIRMAN ROSENTHAL: But is there no QF that is in line with your own cost of producing 
energy when you're burning fuel oil, for example? 
MR. JORDAN: Mr. Chairman, that would only occur if our avoided cost was higher than the 
neighboring investor-owned utility. Because they will choose to sell it to the utility with the highest 
avoided cost. Where we have gotten involved in that kind of industry has been the case where we've built 
cogeneration facilities, for instance, and sold the steam output to the industrial customer rather than the 
other way around. 
CHAIRMAN ROSENTHAL: I see. Thank you. Thank you very much, panel. 
I think what I'd like to do at this point is just deviate just a little bit from the agenda. I'd like to 
invite the South Coast District representative up to the open mike to respond to the utility testimony, if 
they would. You've heard the utilities tell us what they're doing or not doing, what they want to do and 
what they don't want to do. In line with the rules that you are making and the directions that you are 
rnoving, would you just comment, if you would, on the general things that you heard by the utilities? 
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MR. WILLIAM DENNISON: Okay, first off I'd like to comment on the situation of reliability and 
competition. And I think that through the AQMP and through the clean policy that we're looking at 
is that we understand the need for reliability and certainty of the energy supply system. And that's one 
thing that we're looking for in that is that we're not looking at it to take California or Southern California 
into a situation where we're unreliable. I think nobody wants to have cold homes, nobody wants to dark 
homes. And I think that whatever we move into has to be in a reliable situation. 
And secondly, the question of competition. I think we fully recognize that to create a situation 
where there is no competition among suppliers is one that becomes a seller's market and that moving into 
the area of increased natural gas supplies of California and other clean fuels, we're looking for one where 
it's set up in such a way that there is competition-- competition among suppliers in various regions; for 
an example, Canadian gas. 
We're glad to see PG&E indicate their ability to take up to 50 percent of their gas from Canada, and 
we would like to see that as far as a situation for Southern California as well since that does promote that 
competition that we're talking about. 
As far as the oil burning, it is true that the market is driving that towards a more economic 
situation right now, and that's as we talked about, the least cost solution to the ratepayer. Our phaseout 
policy addresses that directly, and we do it incrementally through the clean fuels policy and we also are 
incrementally doing it now through the best available control technology of clean fuels that we're looking 
at. Rules are now as they exist, based on when oil could be burned, based on ozone curtailment, or ozone 
emergencies-- Nader is correct on that -- and it addresses that we do need to go back and look at that 
curtailment situation for NOx as well and other episodes. However, in his position, he avoids the question 
that we're not looking at just at ozone, but we're also looking at the other pollutants which come from oil 
burning, such as PM-10, sulfur, and other pollutants which result from oil. It's not just an ozone situation. 
The rules which we're coming up with in the utility and the energy sector -- Rules 1135 for the 
UEGs, 1134 for the gas turbines -- basically are going to be natural-gas-based rules; and if oil is to be 
burned under those rules, they would have to be clean to the point where they would be equivalent to the 
emissions from natural gas. 
But I think the main thing is that we're looking at clean fuels/reduction of emissions as part of our 
path to clean air. But I think we're not looking at doing that at the expense of reliability to the energy 
system nor at the loss of competition. I think that has to be part and parcel, and that's why it's so critical 
to keep that as part of the situation. 
CHAIRMAN ROSENTHAL: Thank you very much, Mr. Dennison. Thank you very much, panel. 
We'll now move to the third panel, which is "Other Industry and Environmental Views". Mr. Smith, 
Smutney-Jones, Cahn, Schwarz, Rasmussen, Moyer, and Abramowitz. You're going to be a little bit 
crowded, but I think that it may be necessary to have a second row, and then as you're called upon to 
speak, you might just move to the front. 
Let me, because of the large number of participants, I'm going to hold you to the ten-minute period 
for presentations, so we do not expect you---do not wish that you read your statement, but tell us in as 
- 33-
brief a way as possible within ten minutes, because I will watch the clock much closer. 
Okay, we'll hear from Mr. Dwaine Smith, Senior Vice President, Manufacturing, Engineering and 
Technology of Area Petroleum. Welcome. 
MR. DWAINE SMITH: Good morning. Is this working? 
CHAIRMAN ROSENTHAL: Yes. You have to pull it a little closer to you. 
MR. Stv1ITH: How is that? Is that okay? 
CHAIRMAN ROSENTHAL: That's fine. 
MR. SMITH: Good morning, Senators. Let me begin by responding to your question of what kind of 
actions have we taken, what have we done; and let me touch on them briefly because we all know we 
really want to talk about what are we going to do next. 
But in the past, just a couple things that I might mention is the NOx reduction that was required of 
the petroleum industry this summer. As you know, that in our instance resulted in our building a 
cogeneration plant and shutting down our boilers. It was a major effort on our part and on the industry's 
part to comply with that NOx regulation. As you also know, the lead has been basically removed from 
gasoline. There's been a 90 percent reduction in lead in the ambient air, and that's been accomplished. 
You also know that we've reduced sulfur from the emissions of our facility. And our facility, like the 
others that you've heard about, is a large, major facility and a single point source that's very large. And 
yet again, we're two- to three-tenths of a percent of the problem. You've heard that, I believe, over and 
over. 
Well, let me talk about the solutions to the air problem and let me talk about them in sort of two 
parts. First, let me talk a little bit about the process: how do we go about solving the problem? And 
secondly, let me talk about, a little bit: how do we set the goals, what is the process to determine how 
clean is clean and how far do we want to get? 
But first the process. As you know, the AQMP is being debated and we'll be hearing testimony this 
Friday. We as a part of the industry have worked on an alternate plan to that AQMP. It's a frustrating 
process to us. The plan that the AQMD developed was done with a lot of work over a long period of time. 
And to respond to that massive effort requires a massive effort in its own. We've come up with a plan 
that we feel good about that will help solve the problem, particularly ozone, do it faster, and use existing 
and current technologies or technologies that are real. The frustration in this process is evident by the 
AQi'v1D realiy sort of locked into the plan, not really wanting to accept, as we see it, alternatP plans that 
would help solve the problem. The open community debate of these issues really hasn't happened as we 
would hope it would. It takes time to develop reasoned responses to the plan of that magnitude, and the 
debate in the public forum really hasn't happened. 
Two issues in that plan that I'll touch on-- you've already heard quite a bit about methanol, and as 
you know, we're involved in methanol in trying to determine how to handle it, how to sell it, how to 
market it, how to move it about safely. And there's a lot being said about methanol in a positive way, and 
we believe that methanol is a positive alternative. Yet we have a lot of concerns and feel that there 
needs to be more work done. 
The health effects of the tailpipe emissions really haven't been studied. We really don't know what 
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the health effects of the tailpipe emissions are. ivlethanol is very toxic. We're going to have to handle a 
lot of it. We don't know, for example, what the long-term effects of small doses of methanol will be. 
There is security of supply issues and of course, most certainly, cost. All of these issues are being 
debated, worked on; and they have to be worked on, but we believe that the answer to alternative fuels is 
to set the emission levels and let the best fuel win. If it's gasoline, fine; if it's CNG, fine. Whatever it is, 
set the emission levels that have to be met, then let the best fuel compete in an open marketplace 
environment. 
We have just recently signed an agreement with other companies to try to develop a prototype 
gasoline car that will meet the efficiency that we have submitted in our alternative plan. 
Let me switch now to the area of setting goals and talk about just two very quickly. One is benzene, 
the amount of benzene in gasoline. We believe that benzene should be controlled to whatever level is 
deemed to be appropriate. And that's the problem: What is appropriate? The CARB has set a level that 
is several orders of magnitude different than the EPA's numbers, as we understand it; and there's a lot of 
confusion about what specific levels of particularly toxic materials are acceptable and should be our real 
targets. We're committed to hitting the target as long as the target is reasonably and honestly 
established. 
The same thing applies to the aeromatics level in diesel fuel. We've already committed as an 
industry to reduce the sulfur level. But the aeromatics level is particularly difficult to reduce. And 
again, it's not an issue of do we or don't we. The question is, what is the target? How is that target 
established? And how is it reasonably determined? 
Finally, one last issue and that's the area of regulatory oversight, checks and balances to the 
process. Agencies generally have but one mission and achieving air objectives is maybe the objective, 
and that's okay. That's fine. But somebody has to be responsible for finding the best way to achieve the 
goals. They have to be responsible for the quantity and use of funds that they collect and enlisting all the 
expert technical assistance they can in solving the problem. They have to be responsible for the 
regulatory costs that they impose. And I guess, most importantly, they have to balance the overall needs 
of the community against its single-:mission goal. 
So, in summary, let me say that setting the targets has to be reasonably debated. We have to have 
public input at all phases of the action. The process really isn't permitting that. We have to solve some 
more problems with methanol. And we have to have accountability in the single purpose agencies. We, as 
everybody else you've heard today, are committed to work on these issues with you and your committee 
and others, and we'll do our best to help solve the problem. 
CHAIRMAN ROSENTHAL: Thank you. One of the things you just touched upon was one of the 
reasons that I suggested that the various groups -- the PUC, the Energy Commission, the Air Quality 
District -- really ought to begin to work together instead of each one on its own requiring something 
which may be counterproductive tQ what the other one is talking about. So there was a suggestion of 
some task forces perhaps overlapping several agencies to bring about some change. 
A few years ago I authored a bill, which was vetoed, which suggested that the oil companies as they 
replace tanks in the ground perhaps put one in that would take methanol or some other fuel. That was 
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• But ARCO did come forth with a program, a voluntary program. Can you tell us what the status 
of that is now in terms of your ••• ? 
MR. SMITH: We've replaced all of our tanks with methanol compatible tanks. 
CHAIRMAN ROSENTHAL: good. 
MR. SMITH: And we have a replacement program. 
SENATOR LEONARD: Only you good guys ever show up at these hearings. 
CHAIRMAN ROSENTHAL: Well, wait. We only ask the good guys. (Laughter.) 
One other question: What's the status in the oil industry's efforts to secure a dedicated interstate 
line for the enhanced EOR market? 
MR. SMITH: The EOR -- that's not in my area. But my understanding is that we're actively 
pursuing that. We've got some lines under study, and I think that's going very well. 
CHAIRMAN ROSENTHAL: Any questions, Senator? Okay. 
All right. Our next panelist was going to be one, but I understand you're going to divide it into two. 
You're still restricted to the ten minutes. Jan Smutney-Jones, general counsel for Independent Energy 
and Dan Richards. 
MR. JAN Thank you, Senator Rosenthal and Senator Leonard. As you said, we 
are divid our testimony in two, so we have got a lot to cover here. 
Currently, the independently owned energy producers in this state constitute about 6,000 
of • This includes state-of-the-art energy-efficient cogen, as well as a number of 
resources including solar thermal, photovoltaic, geothermal, wind, and biomass. We feel 
we 1re a very important contribution not only to the energy mix in California, but we're employing 
and in a very positive manner to California's economy. We would like to 
do that in the and that is why we're somewhat concerned today, and this is where I 
take on rny role as ants showing up at the Sunday picnic. 
We've heard little bit of d earlier today from both the CPUC and the CEC about the 
::m cost over of concerns including air quality and resource diversity. Least 
has been an issue has been with us for a while, and I think it's perhaps time that we take a second 
meant least because ultimately, the question is least cost to whom. For example, 
heard earlier today about SCE and SDG&E switching to full oil, which ultimately ends 
up at a lower cost. Now, we've got a very self-interested concern in this, quite frankly, and our avoided 
cost is set by avoided oil once per quarter; and we're also stuck with certain gas demand charges that puts 
an economic pressure on us. But be that as it may, this panel should be concerned about what the impacts 
on air quality of burning increased amounts of fuel oil. I would venture to guess that if the air quality 
costs were appropriately quantified in terms of burning fuel oil, you would see that natural gas would 
continue to be actually the true least cost fuel to be burning right now. So we're concerned that the PUC 
must continue to incorporate the external cost of air pollution in their least cost strategy when 
determining avoided cost and sending out the proper pricing signals to those developing energy resources 
for California, both within our state and from without. Therefore, and in keeping with Senator (sic) 
Sher's ARC 160-- pardon me, Assembly Member Sher's ACR 160, we hope to see the competitive bidding 
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program, which is currently being implemented at the PUC actually concern itself with air quality and 
resource diversity concerns. 
Now, with regard to the California Energy Commission, as you well know, the California Energy 
Commission is charged with planning long-term energy policy for this state in an environmentally 
responsible manner. And we are somewhat concerned about the fact that we think the CEC is 
quantifying the environmental cost of new electrical generation, and we need to be looking at this in 
terms of also future energy resource diversity and energy planning. 
The major concern for us here is that California is becoming overly dependent on so-called 
economy energy from out of state. Now, while some of this so-called economy energy is northwest 
hydro, a significant amount of it from the southwest and northwest is in fact large central generating 
coal stations. Now, these plants emit significant amounts of carbon dioxide. As we all know, carbon 
dioxide contributes to the greenhouse effect, and I think the studies are coming in and showing that the 
greenhouse effect has a very real impact on California's climate and also California's economy since a lot 
of our economy is agriculturally based. We believe that these costs need to be quantified. They need to 
be factored into what is in fact the least cost calculations if we're going to be doing long-term energy 
planning. 
I can't help but comment on the issue put forward earlier today by DWP. While it is true very few 
QFs are building projects in DWP service territory, and Mr. Jordan did accurately describe the current 
status of events, it's clear that DWP also hasn't built any cogeneration facility. It missed a wonderful 
opportunity to take advantage of this building boom that's been going on in Los Angeles by putting their 
own cogeneration systems in. And they haven't done that, and I think that's in part due to the fact that 
DWP has historically been wedded to large projects. And I don't think it's possible for them to think 
small, and perhaps before they go forward and build White Pine, the policymakers down here need to take 
a very close look at what building new future resources mean, out-of-state resources. Those resources 
could be built here, employing Californians rather than Nevadans, and contributing to our economy 
rather than the economy of Utah. 
At any rate, there are other types of air quality costs which should be incorporated here in the 
basin. IEP, for instance, has submitted testimony in the current "Electricity Report", which quantifies 
the value of NOx reduction in the South Coast Air Basin at about one cent per kilowatt hour. Other 
pollutants could be also quantified and should, again, be incorporated into the CEC planning process. 
In closing, I would just like to reiterate that we believe that California's indigenous resources can 
employ California citizens, can contribute to our economy, are environmentally responsible, and should 
be basically maximized in terms of any future resource procurements here in California. And we would 
encourage this committee to continue to encourage the CEC and the CPUC to adopt policies which really 
do reflect issues of environmental integrity and resource diversity. 
And I will now pass the mike to Dan, who will address some of the specific basin issues. 
MR. DAN RICHARD: Thank you, Chairman Rosenthal, Senator Leonard, committee staff. I am 
Dan Richard, representing the California Cogeneration Council. As I think this committee knows well, 
the California Cogeneration Council is made up of industrial firms that have operating cogeneration 
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ms now. Many of these firms operate these cogeneration systems here in the South Coast Basin, and 
we have several hundred megawatts on-line. It provides some of the most efficient energy generation in 
the Los Angeles area and in California, because we use the waste heat from these facilities to run 
industrial processes and generate electric power, often with clean modern gas turbines. 
I have just a few very brief points. First, I want to point out that these cogenerators are operating 
year-round on natural gas. We have not followed the utilities lead to switch to fuel oil. That means that 
we're enhancing the already great benefits that we provide to the people of this basin and at considerable 
economic cost to these cogenerators. Because, as Chairman Rosenthal knows perhaps better than 
anyone, the relationship between the cogenerator's fuel cost and the utility's fuel cost is the thing that 
makes this whole program go. It depends on legislation that you carried several years ago, Mr. Chairman; 
and that parity relationship is being undermined by this fuel cost switching. So we have grave concerns 
about that in addition to the concerns that my members have because they live in this basin and are 
concerned with the air that they breathe. 
Now, as the committee knows, the California Cogeneration Council has taken an active role in the 
South Coast proceedings on NOx reduction for electric generation technologies, including both gas 
turbines and utility boilers. And I won't go through the history of that. I think it's well known to this 
committee. Suffice it to say that we've worked closely and, I believe, positively with the South Coast to 
try to come up with a solution that makes sense. And we've brought forward new technologies for NOx 
reduction that I think have been viewed favorably by the South Coast. In addition, we appreciate the fact 
that the South Coast has now recognized that there is a linkage between cogeneration and other utility 
generation. They have joined all of those rules and are looking at them in tandem so that they can 
adequately assess the balance. And if we get rid of these cogeneration projects by overregulation, in fact 
we may be harming ourselves if it leads to additional utility output with less efficient and less clean 
technologies. 
Our work on Rule 1134 has convinced us that there is a collision between air quality and energy 
regulatory policies in California. Natural gas pricing, I think, is one area where this issue needs to be 
addressed. My members have no objection to burning clean fuels, natural gas or other clean fuels, so long 
as they can maintain that fuel cost relationship with the utility companies and with the parity principle in 
mind. 
We will be working with the Legislature this year, we hope, to come forward with ideas on 
incentives for people who would burn clean fuels. 
Finally, with respect to electrification, I think that existing and future cogeneration can be an 
important element of any electrification strategy of the district. This gives me an opportunity to thank 
you again, Senator Rosenthal, for SB 166 and to say that I think it's time for an update from the Energy 
Commission on the impact of those in-basin fractions. That's supposed to be done annually and we 
haven't seen it for three or four years. 
So, with that, let me just end by saying, if you want the "E" word, "efficiency", you need the "P" 
word which is "Parity". And we appreciate the support we've had from the Legislature. We need to 
maintain that as we go forward. Thank you very much for this opportunity. 
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CHAIRMAN ROSENTHAL: Thank you, Mr. Richards. 
Our next -- David Cahn, member of the Board of Directors of California Manufacturers 
Association. Welcome. 
MR. DAVID CAHN: Thank you, Mr. Chairman. I'm appearing today as the vice chairman of the 
Southern California Air Quality Alliance, which is part of the California Manufacturers Association. 
We're a group that was formed earlier in this year to interact with the South Coast AQMD in their various 
initiatives, particularly those resulting from SB 151. As such, we now have about 30 members who have 
facilities in the district and an additional 20 members who have facilities outside the district. They 
range across a pretty broad spectrum of manufacturing from consumer products to petroleum refining to 
building materials and to aerospace and other areas. 
As such, other speakers today will actually be also representing companies which are CMA 
members, and so I will not attempt to repeat comments made with regard to cogeneration and small 
power production, transportation, etc. What I would like to do is limit my remarks to a class of stationary 
source that will be impacted pretty heavily by the clean fuels area, and yet seems to be largely 
overlooked in the regulatory process. And I am talking about non-boiler, non-turbine sources, which burn 
fuel as process equipment. 
We've had a lot of talk and discussion about boilers and turbines, and indeed, the South Coast 
AQMD's clean fuel policy, while on its face talks about a total phaseout of liquid and solid fuels, is only 
concerned with the boiler and turbine aspect of costs, emissions reductions. It's totally silent about this 
group of stationary sources that I mentioned. There are within the South Coast AQMD -- they have the 
best available control technology list. There are 25 categories of these sources. And I'm talking about 
things like aluminum melting furnaces, asphalt batch plants, cement kilns, coffee roasters, carpet ovens, 
fiberglass panel ovens, glass melting furnaces, etc. etc. The differences between these types of 
equipment are vast, inherently, because they are process equipment. Far greater than the difference 
between different types of boilers or different types of turbines. 
One of our greatest concerns is that in making policy and, indeed, in regulating that these 
individual source categories have to be taking into consideration when determining feasiblities. I was 
very happy to hear Bill Dennison mention both technical and economic feasibilities, and the impacts of a 
switch away from the fossil fuels. We must recognize that in virtually all of these circumstances, these 
manufacturing facilities will have a double impact of a clean fuels policy, not only in the direct purchase 
of fuel for that particular process, but in the purchase of electrical power. So unlike other sources, we 
have, as I say, a double impact of a clean fuels policy. 
We have sorne concerns about the South Coast AQMD's path that they are following with regard to 
clean fuels. Indeed, they are working on a policy, and as Mr. Dennison said, that will be going through a 
hearing panel and then back to the board early next year. Their plans also are then to embark upon 
regulation in a matter of a handful of months after the policy is adopted. We are far more comfortable 
with the approach of your SB 2297, Senator, which is one of the reasons that we supported it recently, 
because this involves a more in-depth and a longer term analysis of the whole picture. We're not 
interested in it from the standpoint of delay. But we are concerned that the approach seems to be, 
-39-
regulate first and then determine the impacts later. And again, I'm talking about a diversity of, in many 
cases, small manufacturing processes which to date have received virtually no attention as far as 
impacts. 
We share the concerns about the competitiveness of alternate fuels which have been mentioned 
here. I will not going into any detail except to say that we agree with what seems to be the consensus of 
everyone that gas-to-gas competition, if liquid fuels were to be phased out, appears to be by far the best 
approach, but that this will be a rather ineffective competition unless the commodity sources, the 
transportation facilities, and the storage is available. Also, although I think it's been mentioned in 
passing, it is very important to establish competition between major gas producing areas -- Canadian 
versus West Texas, etc. I think that would help enhance the competitive nature. 
There has also been the discussion of methanol fuels. One of the -- a secondary, but explicit 
purpose of the South Coast AQMD's clean fuel policy is to use the stationary source demand for methanol 
to create the infrastructure, methanol infrastructure for mobile sources. We think that this is just 
backwards. The demand from stationary sources for methanol and its intermittency in view of really 
only coming into play primarily during a gas curtailment is not going to provide the demand necessary to 
create the methanol infrastructure for mobile sources. If that infrastructure is created because of 
mobile source demand, then it is quite possible that stationary sources will be able to make use of that 
fuel. The same way diesel fuel was developed and then became used as a stationary source fuel. 
We have surveyed our member companies in Southern California and have determined, for 
instance, that the costs of conversion to methanol fuel exceed $200,000 average cost per plant for the 
storage facilities, and now just for a second talking about those plants that do have boilers or turbines, 
the cost for a boiler conversion averages about $125,000. But we don't have any data at all on what it 
would cost to convert a piece of process equipment if indeed it could be---it would be technically feasible 
to use it. 
Another reason I think that methanol as creating a demand, a stationary source demand, is not 
going to work very well is because, again, being used only in a curtailment period, if a manufacturer 
makes widgets or whatever and only 5 percent of the year he has gas unavailable to him, the cost of the 
methanol conversion incrementally applies to that number of widgets he makes during the 5 percent of 
the year when he can't get gas. And that would be an extremely high cost. And indeed many widget 
manufacturers, perhaps in the face of competition from other makers outside the basin, would say, "Well, 
we simply won't make widgets when we can't get natural gas if we can't get another cost-competitive 
fuel." 
Finally then, our recommendations to the district -- we, of course, will repeat them again during 
the hearing panel, although we have attempted to make them known in prior communications and at 
workshops are that clean fuel policies must look at the source-specific categories for stationary sources. 
We should look at as many of those 25 types as are actually present in the basin and determine what is the 
clean fuel for that source. A clean fuel for one source category may not be a clean fuel for another 
source category which is why I use the word "clean" in quotes in our comments here. It's not to be 
derogatory, but as I say, it's a defined term and it could very well be source specific. 
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I've attached sorne of our comments that we submitted to the district previously that goes into this 
in more detail, and in one case, explains why what is clean for one source may not be clean for another. 
We also suggest that, and from the district's comments, it appears that they are moving to taking 
more seriously this question of alternate fuel competition and recognizing that without adequate gas 
supplies, gas-to-gas competition is not going to be very efficient. 
We will be suggesting to the district that the task force they are proposing to form with the PUC 
and the CEC also include industrial users such as us, maybe on a two-tier level, the regulatory agencies 
on one. But include us in this process. We are impacted. We are not trying to obfuscate and delay in this 
issue, but we would like to be involved in the planning procedure here. 
As a final comment, building on what was mentioned earlier, and that is that even though we all 
know that stationary sources are becoming an increasingly smaller proportion of emissions and the 
mobile source is the problem, the general public doesn't realize this. I would suggest that in particular in 
this case again, and the district which is undertaking a rather large public relations campaign to advise 
the public of the Air Quality Management Plan, path to clean air, etc., that they refrain from 
emphasizing and reinforcing this perception that it is the stationary sources that cause virtually all the 
pollution in the basin. Within the next few days, the district will once again be publishing its lists of the 
top 20 polluters in the basin. And this will go out to all the media and it will show up in all of the papers 
and people will read and they'll go down the list and see all of these numbers and again, we'll conclude 
that it's them, the major stationary sources, which are causing the problem. Perhaps the district should 
include in its table the emissions from motor vehicles sources in those categories, at least those in the 
county where the paper is published to put some perspective on it. 
Finally, with regard to what we're trying to do to help the situation, again we do have numbers of 
member companies -- the motor vehicles manufacturers have and will speak as to the types of things 
they're doing; also people who manufacture boilers and burners, etc. Of course, we're trying to do that. 
Our petroleum refinery members are trying to work in the areas that they have mentioned too. As an 
association, we are trying to behave in a responsible and a positive manner in Sacramento; that is really 
the only area that we react as a whole. 
Our smaller companies, I think, as I say, would like to be involved in the efforts to move forward on 
the clean fuels policy. We'd like to do so as part of the process in more of a proactive basis. At the 
moment we are largely limited to a reactive mode, trying to deal with the basin's initiative, and we'd like 
that to change. Thank you. 
CHAIRMAN ROSENTHAL: Thank you very much, Mr. Cahn. 
Our next panelist is Michael Schwarz, representing the Motor Vehicle Manufacturers Association. 
It would appear as car makers like to have fewer miles per gallon, so we can burn more pollutants. 
MR. MICHAEL SCHWARZ: First, I'd like to thank Mr. Cahn for setting the stage for the Motor 
Vehicle guy. My assistant will circulate through the crowd and pass out the tomatoes now. (Laughter.) 
I'm the manager of the emission control analysis and plC~nning for Ford Motor Company. I serve as 
chairman of the technical panel at the Motor Vehicle Manufacturers Association which addresses air 
quality issues in California. I'm here as a representative of MVMA and welcome the opportunity to 
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present its views on the efforts being made to reduce air pollution from motor vehicles. I've given you a 
copy of the statement. I'll devitate from it from time to time to keep it under ten minutes. 
CHAIRMAN ROSENTHAL: Thank you. 
MR. SCHWARZ: Motor vehicle manufacturers' success in reducing emissions is widely recognized 
a major accomplishment toward improving air quality. The road to this improvement in air quality has 
not always been smooth or inexpensive, but the results are impressive. Manufacturers' emission control 
devices have reduced the three main pollutants emitted from motor vehicles-- hydrocarbons, carbon 
monoxide, and nitrogen oxides. 
Compared to pre-control models, 1988 passenger car emission requirements represent a 96 percent 
reduction for both HC and CO and 76 percent for NOx; more appropriately, 90 percent in California, 
based on those current standards. Similarly, major reductions have been achieved in light and heavy-duty 
truck emissions. These reductions have been achieved through the development and implementation of 
continuously improving emission control technology, examples of which are listed on pages 3 and 4 of my 
written statement. But our work has not stopped here. 
Over the period from 1981 to the present, with the emission standards remaining fairly stable with 
the exception of NOx standards in California, the industry has continued to advance technology through 
refinements aimed at greater reliability and durability of emission control systems in actual customer 
use. We've also continued to make great strides in terms of fuel economy and driveability. Advances 
which have occurred or are occurring during this period of stable emissions standards include higher 
precision fuel metering by a sequential multipoint fuel injection and improved air flow censors, 
distributorless ignition systems, and more thermally and chemically stable catalysts. The continuous 
development and refinement of emission control systems during a period of relatively stable emission 
standards, reflects the belief by MVMA members that the key to achieving meaningful further reductions 
in emissions is to improve the way vehicles perform in actual customer use. MVMA believes this goal can 
best be achieved through a continuation of emission control technology development as demonstrated 
over the last several years in a period of stable emissions standards, reduced availability of leaded 
gasoline, and enhanced I&M programs to reduce vehicle tampering and encourage good maintenance. In 
with this last point, last summer MVMA got deeply involved with California's IM Review 
Committee, CARB, and Senate Transportation Committee staff to forge a workable law which has the 
potential to significantly reduce emissions from the fleet of vehicles in use in California. 
In addition to reliable and durable emission control systems and proper maintenance by vehicle 
owners, high quality fuels are essential to the control of vehicle emissions. We support the efforts of 
CARB in this area. In evaluating emission control strategies for California, it is important to keep in 
perspective the relative contribution of older cars versus new ones. A study conducted by Sierra 
Research for the California IM Review Committee found that cars older than the 1980 model year 
accounted for only one-third of the state's passenger car vehicle miles traveled, but emitted two-thirds 
of the hydrocarbon emissions. Thus, newer technology vehicles, 1980 and newer, provide most of the 
state's transportation needs, but only a minor part of its pollution. 
As the California fleet ages and newer technology vehicles become a larger part of that fleet, 
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emission levels in California will continue to drop. In 1980, for example, the average hydrocarbon 
emissions from the vehicle fleet was over 3 ~grams per mile. By the year 2000, this will fall to between ! 
and 1 gram per mile, depending on the assumptions made. 
Clearly then, government policies that influence the age of the vehicle population will tend to have 
more of an impact on air quality in California than do new vehicle standards. Similarly, the age of the 
vehicle fleet has a considerable impact on fuel consumption in this state. 
Despite the impressive reductions and average vehicle emissions which will occur in the coming 
years as a result of fleet turnover, MVMA recognizes that California's air pollution problems are serious 
and will not be solved by this alone. Economic growth of all kinds and particularly growth in motor 
vehicle use often cancels out much of the emission reduction that would otherwise occur. Accordingly, 
further cost-effective reduction in emissions from all sources must constantly be evaluated. 
From a motor vehicle standpoint, we continue to be frustrated by the degree to which our 
accomplishments are canceled by vehicle owners who tamper with their emission control systems. The 
elimination of tampering must therefore continue to be a high priority. 
As for new motor vehicles standards, MVMA is working with Congress, EPA, and CARB to develop 
plans for reducing vehicle emissions in ways that do not have adverse effect on the vehicle's value to the 
customer. Vehicle driveability, fuel efficiency, reliability, and durability are essential characteristics 
to our customers. To this end, MVMA urges the establishment of standards which take advantage of 
evolving emission control technologies, but avoid forcing changes which could compromise customer 
value. Standards set in this manner, with adequate lead time, will assure that we avoid a repeat of the 
situation of the early to mid-1970s when technology was forced to move at a pace more rapid than 
existing R&D resources could match. As I'm sure many of you recall, vehicles produced during that 
period had the undesirable combination of poor performance, poor fuel efficiency, and high operating 
cost. We've come a long way since that time. Today's vehicles provide the best combination of quality, 
driveability, efficiency, and pollution control ever. But we are not immune to malaise which affected 
our vehicles in the early 1970s. VJe must avoid the mistakes of the past. 
States such as California battling problems with ozone nonattainment have begun to look at new 
methods for reducing ozone. Use of alternative fuels, in particular methanol, could potentially reduce 
ambient ozone levels. Carnegie-Mellon University, under contract to CARB, has recently completed an 
air shed modeling study of methanol; and some information has been publicly released. The reported air 
quality benefit of using methanol as a transportation fuel is provided in the attached figure -- it's at the 
back of the written statement -- under various scenarios. The study indicates that under an optimistic 
scenario, assuming 100 percent use of methanol in all new mobile highway and off-road sources beginning 
in 1990, low formaldehyde emissions, zero non-oxygenated hydrocarbon emissions, and corresponding 
conversion of the retail gasoline distribution system to methanol, a 15.9 percent reduction in peak ozone 
levels in the year 2000 is predicted compared to an 8.9 percent reduction with advanced conventional 
control. The assumptions made in estimating the air quality benefit of methanol cannot occur by 1990. 
Therefore, it is more likely that the benefit of air quality from the use of methanol will be somewhat less 
than predicted. 
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MVMA member companies have been extremely active in research on alternative fueled vehicles. 
most near-term is the development of flex-fueled vehicles, capable of operating 
on methanol or gasoline. While this technology is still in the research stage, it should be noted that 
ifornia has been instrumental in advancing the development of these vehicles. Before this technology 
become a reality, emission standards must be established at levels which recognize the status of 
research. Once they are established, auto makers require adequate lead time, approximately 
three to four years, to design, develop, test, and certify flex-fueled vehicles. It is important to recognize 
that if turers are required to sell flex-fueled vehicles in California without sufficient lead time, 
problems resulting from using unproven technology could create strong negative consumer attitudes 
about these vehicles. 
has recently passed the Alternative Fuels Act of 1988 aimed at promoting the 
development and production of alternative fuel vehicles. The bill provides CAFE incentives beginning 
with the 1993 model year. MVMA believes such incentives and voluntary programs are more appropriate 
than mandates. We will continue to support the advancement of alternative fuels as long as sufficient 
lead time is to develop this promising technology. 
to transportation control measures, the phrase "transportation control measure" is too 
often viewed as mobility restraining measures by the government, industry, and the public. 1\s a result, 
controls are generally viewed as a nonpleasant alternative and a number of promising 
control measures are often overlooked; they're undervalued. 
It is true that the most visible and highly publicized transportation controls do restrict the public's 
freedom of mobility or otherwise on the effectiveness of private transportation. Demand 
dev such as no-drive days or the infamous ban on refueling on Sundays and alternate 
oil run counter to the fundamental American value of 
freedom and were unpopular. Attempts to control transportation by restricting 
road were simil unpopular. 
There are, however, transportation control measures that enhance rather than restrict mobility. 
One measure is the increased use of traffic management. Traffic management can range from as 
ti of lights to as complex as a metropolitan traffic authority that 
monitors traffic conditions and alters the flow of traffic by means of instantaneous communications to 
drivers changeable message signs. 
transportation control measure increasing in popularity is the use of vanpools for 
commuter transportation. Vanpooling combines much of the freedom of private transportation with the 
cost and social advantages of group travel. While no panacea for highway congestion or air pollution, 
where practical can reduce the number of vehicles on the highway and improve the flow of 
traffic for all vehicles. Many of these measures were tried in Los Angeles during the Olympics with 
tremendous success. In spite of an overall increase in traffic, congestion was minimized and air pollution 
decreased by an· estimated 14 percent. 
Several MV"v''A member companies are actively promoting these beneficial forms of transportation 
controls. Chrysler, Ford, and General Motors are members of the Association for Commuter 
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Transportation, an organization for vanpoolers; and one company, Chrysler, has a vanpooling subsidiary. 
Another MVMA member company, General Motors, is cooperating in a joint experiment with Caltrans 
and the Federal Highway Administration called the Pathfinder Project. This $1.6 million project 
combines in-vehicle navigation systems and two-way communications between vehicles and an operation 
center to route test vehicles through the Santa Monica Freeway corridor on whatever roads represent the 
fastest path. Transportation controls can enhance as well as restrict mobility. 
MVMA encourages the California Senate to promote those controls that increase the citizens' 
freedom of movement while reducing traffic congestion and the associated energy waste and air 
pollution. This committee has a wide spectrum of issues and choices to consider when addressing the 
environmental problems in California. Increased attention to the scientific and technical research 
needed target controls should be a mutual priority. We share the concern for achieving better air and 
encourage productive cooperation among the regulators, industry, and other concerned groups so that we 
can continue to make progress in reducing emissions. Thank you. 
CHAIRMAN ROSENTHAL: Thank you, Mr. Schwarz. Let me ask a couple questions. And you 
referred to the South Coast District's plan for transition to flexible-fueled vehicles in the mid-'90s. Did I 
hear you say that the auto manufacturers could not meet that? 
MR. SCHWARZ: The auto manufacturers have been participating in the process in the South 
Coast, and they've been continuously telling them that they can't meet that timetable. The feeling there 
is that the shortfalls-- they can answer this better than me-- the shortfalls will be covered by conversion 
of existing vehicles, after-market conversions. 
The problem is ••• 
CHAIRMAN ROSENTHAL: Oh, I understand the problem. You say you need three or four years to 
do something about it. By the mid-'90s, that's eight years---seven years. I don't understand what you're 
saying. Why don't you move in the direction of doing that now? Or shaH we buy more foreign vehicles 
that will do it? 
MR. SCHWARZ: We are in the 1990 model year, in the engineering process; three or four years is 
'93-94. 
What I was going to say about the South Coast Plan is that it will be very difficult for us to develop 
methanol vehicles across all engines. We will concentrate on particular engines, but that's not the way 
fleets are set up. They have various needs. And in order to meet their percentages, it will be very 
difficult for us to fulfill them. We will have a vehicle available, but it won't fulfill their needs. 
CHAIRMAN ROSENTHAL: Do you know whether or not the Japanese manufacturers will have a 
car in the mid-1990s that will take an alternative fuel and then cause more competition for our own 
manufacturers? 
MR. SCHWARZ: There are a couple of Japanese manufacturers who are active in it. I don't see 
them as having any kind of a lead on the leading American manufacturers in that area. 
CHAIRMAN ROSENTHAL: They seem to have a lead on how many miles per gallon you can get owt 
of an automobile. 
MR. SCHWARZ: Well, you have to make fair comparisons-- comparing the same size vehicle. 
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CHAIRMAN ROSENTHAL: I think it's kind of interesting that the American public is buying as 
many of them as they are and will increase doing so when they are faced with the prospect of not being 
able to get the fuel in the quantities that they now get them, because we are going to have rules in 
California that may prohibit the purchase of automobiles that don't meet the particular 
of the air quality. That would be unfortunate if in fact automobiles couldn't be sold in 
California. 
MR. SCHWARZ: It sure would. 
CHAIRMAN ROSENTHAL: Okay. But historically, even when California came up with the original 
ideas in terms of the smog controls on the automobiles. The automobile industry fought it. But the 
people demanded it. And so, since you didn't move fast enough, you had the problems that we faced when 
those controls first came into existence. There's no question about that. 
I must tell you that at some point, we may face the situation, particularly with what's happening 
now, with what people are reading now about the greenhouse effect and the warming of the societal air, 
the air around us. I think there are some very serious problems that the manufacturers need to face if 
they're going to do business in California. The Legislature is going to get involved. The air quality 
district and the Energy Commission are going to get involved. And I would hate to see us being forced to 
buy more foreign automobiles. I personally won't drive a foreign model automobile, because I think I 
ought to buy something that has an American name. But the average person out there is looking at 
something else. The average person is looking at fuel efficiency, and the average person will be looking 
for an alternative to what is now taking place. 
And we will have initiatives in California. They corning down the line. Just as I said would happen 
in terms of the pesticides and the various kinds of things we're using, the chemicals that we're using, 
said, "That's enough." And we now force manufacturers and everybody to fit a mold that perhaps 
is not the best way to go. I just---clean air, clean air is something that people will demand and whatever 
stands in the way of clean air will end up forcing a situation that probably shouldn't be forced. I'rn not 
suggesting that that's the way to go. The initiative in my opinion is not the way to go, but there's no way 
we're going to change it in California. 
MR. SCHWARZ: Maybe my statement wasn't clear in this respect, but I sense a very different 
attitude in the industry than in the '70s. The ARB has recently issued a proposal for newly, very stringent 
standards in the 1992 and subsequent model years. And I work on a panel at MVMA that will be responding 
to it, and it will be the most proactive, the most cooperative response the ARB has ever had because we 
recognize the need for lower emissions in Southern California. And I can assure you we will make 
vehicles that will be competitive with the Japanese. 
CHAIRMAN ROSENTHAL: Well, I know. Yes. I'm hoping that you will. I really, you know, 
seriously ••• What about tougher fuel efficiency? The automobile manufacturers went to Congress and 
reduced the efficiency instead of expanding on it. Why? 
MR. SCHWARZ: Well, it's because there's difficulty with the way the program is set up, the CAFE 
standards, which are corporate average fuel economy. What it ends up being is a standard that is only in 
effect for---it only represents a task for a couple of companies, because there are a couple of companies 
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who are feeling the consumer demand for large vehicles. So, if you don't grant relief, then you can 
impose a burden on those companies while not significantly the energy consumption. 
And that was the basis for the -- I mean, the NHTSC, the organization charged with it is not in the 
business of trying to see how much energy we can consume. They also have responsibilities to guard the 
economic situation. 
CHAIRMAN ROSENTHAL: Well, I would hope that everybody that's involved, whether it be in the 
mobile or the stationary or manufacturing or the other kinds of things that we heard about would begin to 
look at some movement in the direction of cleaning up our air, because I'm telling you (chuckles), people 
are going to force us to do some things, perhaps faster than what we ought to be doing if we don't move in 
the direction of everybody getting involved. 
And we also have to do an educational job. People need to understand that they may have to begin 
to change some of the things that they take for granted in terms of our life-styles. But if we don't all get 
involved in helping to educate that public, then you bad guys -- whoever that is ••• 
MR. SCHWARZ: That's us-- I heard that. 
CHAIRMAN ROSENTHAL: Okay, all right. See, what I'm saying is that you need to be in the 
forefront. The oil companies and you and the manufacturers and everybody and the Legislature needs to 
be in the forefront of educating people toward a new horizon of what's acceptable or not in terms of our 
air quality. Because the people will not accept dirty air. 
Anyway, thank you very much. 
MR. SCHWARZ: Thank you. 
CHAIRMAN ROSENTHAL: I'd like to call now upon Ms. Rasmussen, director of Government and 
Industry Affairs for the California Trucking Association. Welcome. 
MS. KAREN RASMUSSEN: Thank you, Senator Rosenthal. Nice to see you again. 
Senator Leonard. You asked us a couple of items today. I have a written statement I've already turned in 
to you. So I'll try to ••• 
CHAIRMAN ROSENTHAL: In ten minutes. 
MS. RASMUSSEN: ••• hit the highlights and answer any questions that you may have. 
CHAIRMAN ROSENTHAL: Thank you. 
MS. RASMUSSEN: You've heard a lot of discussion today about the difficulties inherent in 
replacing our petroleum fuel infrastructure with alternative fuels. And certainly, from the standpoint of 
the heavy-duty trucking industry, there is very little likelihood that this will occur to any great degree in 
the next several years. 
Although Mr. Schwarz did not specifically talk about heavy-duty engines, we do not have available 
to us today a heavy-duty truck engine that burns anything other than petroleum-based fuels, and it's 
unlikely that we will have for several years. We meet on a regular basis with engine manufacturers. They 
tell us that they intend to meet the 1994 truck emission standards with a diesel engine, even though they 
are working on other sources of alternative-fueled engines. 
And yet, the South Coast Air Quality Management District in its Fleet Rule 1601 intends to 
mandate that fleet owners begin purchasing these vehicles in 1991. That's just two model years away. 
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Extremely difficult deadline to meet. The heavy-duty manufacturers have also told AQMD that that is 
an unrealistic deadline. Remember, it's taken 50 years to perfect the diesel engine; and in two or three 
years, how are we going to go to something else? 
Both the Air Resources Board and the Air Quality Management District tell us thnt probably 
methanol shows the most promise for use in heavy-duty engines. And yet, there are far too many issues 
involving the use of methanol that have not yet been resolved-- health issues, safety issues. Mr. Smith 
from ARCO just briefly touched on some of those. And we could spend an entire hearing going into those 
risks. 
Unfortunately, disregard for these and other dangers will have the effect in the fleet rule of 
putting one particular class of workers-- those in the distribution and transportation industry-- at risk, 
while no such demand is going to be made of the remaining vehicle user population. Their choice of 
engines and fuels, at least at this point, is going to be left voluntary. 
I find it a little frightening to look at the Prop. 65 list and not find methanol on there. 
Formaldehyde is on there. Methanol is not on there. And I hope that that's something that perhaps the 
Senate can encourate the Department of Health Services to take a look at, because there are some real 
dangers involved in its use. 
Secondary to the health and safety risks of using a fuel like methanol, the mandate that all fleets 
convert to an alternative fuel really puts Southern California businesses at a competitive disadvantage. 
It's going to be expensive. Methanol is proving that in the projects that's going on in Canada right now. 
The Mile Project is showing that it takes about three times as much methanol to power a heavy-duty 
truck engine, the distance that you can go on one gallon of diesel. So we have to look at that. The lack or 
scarcity of refueling facilities outside the South Coast District in effect will make it impossible for 
fleets based here to operate outside the district. 
A few months ago I painted this scenario for a member of the AQMD staff. It's not hard to imagine 
the day when if this mandate becomes effective, fleets based in Southern Caiifornia will have to haul 
freight on methanol-powered vehicles. They will only be able to go as far as the Cajon Pass, for example, 
where that freight will have to be off-loaded onto another vehicle, probably a diesel-powered vehicle, for 
transportation to a market in another county or another state. 
And conversely, diesel-powered equipment, if the AQMD has its way, will not be allowed into the 
basin at some future date. If you can just imagine with the thousands and thousands of trucks coming into 
this district every day, the logistics involved in off-loading all of that freight at the borders to the 
district. And imagine what it's going to do to transportation and consumer costs in the South Coast Air 
Basin. 
Mandating alternative fuels for fleets is an expensive proposition under any circumstances, but it 
makes even less sense as an air quality strategy. Because when you look at the statistics, car and truck 
fleets make up only about 6 percent of the vehicles based in the South Coast District. Even if you 
converted every fleet vehicle to an alternative fuel, the impact on air quality would be so minimal that it 
could not be warranted in terms of cost. 
You also asked me to talk a little bit about traffic management strategies, and I assume by that, 
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Senator, you meant truck restrictions. We've heard a lot about this issue in the last several months, both 
in the City of Los Angeles and in the district as a whole. we have to view mandatory truck 
restrictions in the same light as mandatory alternative fuel programs in that they make very little sense 
in terms of reducing either congestion or air pollution. 
All you have to do is look at the AB 1257 Polanco study which was released on Friday. Ample data 
in there showing, for example, that peak hours in Los Angeles, trucks make up only 4 percent of the 
vehicle population on the morning peak, 2.6 percent in the afternoon peak, leaving the contractor to 
conclude, and I want to quote from his study: "Motor carriers have already shifted many of their 
operations out of peak periods, especially the evening peak, and have focused them during the midday 
offpeak period when traffic volumes moderate somewhat compared to the peaks." As the contractor told 
our advisory committee just Friday: 
If you want to talk about reducing congestion, reducing pollution, truck restrictions are not 
the answer. The volume is not there. If you want to have an impact, what you need to look at 
is a rapid response system, a better way of removing, cleaning up truck-involved accidents, 
because that's one of your major sources of congestion and pollution. No question. 
But the study does something that has needed to be done for the better part of two years; and that is 
that it confirms what we have known for a long time, that truck operators who can stay out of the peak 
periods of traffic still meet their customer needs and do it cost-effectively are already operating in 
offpeak hours. We have a voluntary program going on within the association right now that we think has 
had a dramatic impact on the number of trucks on the freeway during peak hours. 
When you talk about mandating nighttime freight movement, you're talking about a lot more than 
just changing the truck driver's schedule; and I can't stress that enough. You're talking about the need for 
support personnel -- dockworkers, dispatchers, people to load and unload freight. Someone has to be at 
the business that uses the truck transportation to ship or receive the freight. You're looking at an 
increased labor cost, according to the Polanco study, of $2 billion a year if just 30 percent of the 
businesses in the Los Angeles Basin went to nighttime freight operations. And that doesn't include the 
cost to government for increased emergency services, increased law enforcement, the other types of 
public safety needs that are raised by a wholesale shift to nighttime operations. 
Not only will the transportation and distribution community have to change the way it operates, 
but the public is going to have to take some of the burden too. One of the biggest barriers today to 
voluntary nighttime freight movement is noise ordinances. And I think we have to ask: Are the 
communities going to be willing to repeal noise ordinances to facilitate nighttime trucking operations. If 
you've ever tried to get a noise abatement ordinance amended, I think I can tell you that it's extremely 
difficult. No one wants to be disturbed at night by the sounds of large trucks and freight being loaded and 
offloaded. 
And yet we know that change has to come. And Senator Rosenthal, I read your lips when you talked 
about perceptions a while ago. Because certainly our industry has that problem, and the perception 
among the motoring public, among the general public, and I think, among public policy people is that the 
trucking industry contributes more than its fair share to both congestion and pollution, even though the 
statistics don't really bear that out. 
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We think that the best way to ensure that change comes is not to make it mandatory. It's to provide 
incentives: to make it cost effective, to convert to alternative fuels, to operate at night. If you can 
remove some of the obstacles that are there now that keep the companies from doing those kinds of 
things, I don't think you'll need mandates. They will voluntarily comply. If an alternative-fueled engine, 
for example, becomes available to heavy-duty equipment users, I don't think you need to mandate that it 
be used. If it's cost-effective, if it's reliable, if the fuel is available, you will see companies buying and 
using and operating that equipment. In the same manner you'll see companies going to nighttime freight 
operations. It doesn't make any sense for a trucking company to have its drivers and its equipment and its 
freight tied up in peak-hour traffice if they don't have to be out there. So we've got to find a way to 
convince the customer, the shipper, and receiver that there's something in it for them to facilitate 
offpeak trucking. 
You asked me to summarize what our industry is doing to reduce diesel ernissions in the meantime. 
I think I can tell you that we've been working quite heavily in this area for a number of years. I staff a 
committee called Energy Environmental concerns which has been deeply involved in this issue and which 
has formulated a pretty good policy statement, we think, that's attached to the written statement. You 
might want to take a look at it at some future date. 
But even more recently, our Board of Directors became convinced that our industry needs some 
sort of a blueprint for converting to alternatives fuels. We need a forum, a focus, if you will, for helping 
the trucking industry make this conversion. And so, we have put together an Alternative Fuels Ad Hoc 
Committee that has been given a rather ambitious charge by the Board of Directors. Let me just briefly 
tell you what they've been asked to do: First of all, to review the various alternatives fuels and their air 
quality benefits including, but not limited to, methanol, compressed natural gas, electricity, propane and 
so on. Secondly, to assess the feasibility of alternative fuels for trucking application. Again, as Mr. 
Moyer will be telling you, we are involved in---members of ours are involved in the California Energy 
Commission study on heavy-duty trucking application use of methanol. And we're certainly going to be 
interested in the outcome of that. Thirdly, to assess the alternative engine technology that's going to be 
necessary for us to convert to clean fuels and to continue working with the engine manufacturers to 
determine what the level and direction of their efforts are in that regard. And finally, to determine the 
value of other strategies for reducing diesel emissions. One of the things that we're working on right 
now, for example, is an industry awareness program for trucking company executives and their drivers 
and their mechanics. There are some things that you can do with existing equipment today to cut down on 
smoking emissions and so on. It doesn't have to be a product of diesel use. 
One of the difficulties we see is that it's been estimated that about 40 percent of the diesel 
emissions come from trucks that are seven or eight years older and beyond. And of course, one of the 
casualties of trucking deregulation has been that our fleets are aging, that we much older trucking 
equipment out there on the road today than we used to have. And Senator, you certainly know a great 
deal about that. So one of the difficulties with any sort of an alternative fuel mandate is the lack of 
capital to replace those fleets and the inclination to continue to use the older more polluting equipment 
as time goes by. It's almost a Catch-22, if you will. 
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Let me just conclude. I don't think the members of the industry are indifferent at all to 
the problem of air quality. We all live and work in state along everyone else. It's not a problem 
that's just confined to the South Coast District. We have, what, 31 counties in California now that can't 
meet the federal air quality standards. 
Most of our members recognize that we all have to make sacrifices and perhaps change some 
longstanding operational practices if we're going to have an impact. And those changes may include 
things like new technology, new fuels, nighttime urban goods movement. We want to be part of the 
solution. I think we've shown that. And yet, we have to be concerned about the impact of these mandates 
on our economy, on jobs, on our basic quality of life. If these changes are forced at the expense of the 
economy, it virtually insures that we won't have the economic base necessary to underwrite the costs of 
clean air. Environmental problems can only be addressed when we have the resources to do so. We 
know that's one of the concerns of this committee and of the Legislature. We would urge your 
continued oversight to be sure that air quality attainment strategies make sense, are cost effective, and 
will really produce cleaner air. That's our concern and we know you share it. Thank you. 
CHAIRMAN ROSENTHAL: Thank you very much. Any questions? 
Okay, our next participant is Carl Moyer, chief scientist for Acurex Corporation. And first of all, 
you'll tell us what Acurex is. 
MR. CARL MOYER: Yes, Senator Rosenthal and Senator Leonard. Acurex is an engineering 
company. We are less of an interested party than most of the speakers you have heard today. We do 
consulting work for the California Energy Commission, the Air Resources Board, and the South Coast Air 
Quality Management District. We have done technical support work relative to clean fuels evaluation 
for the CEC for nine years. We were the project manager on the Golden Gate Methanol Bus 
Demonstration. We are the project manager, as Karen Rasmussen just mentioned, on the California 
Heavy-Duty Methanol Truck Demonstration just beginning. We hope to soon begin a project with heavy-
duty natural gas buses in the South Coast. And lastly, we are the contractor in the AB 234 process --
evaluating alternative fuels in California, supporting the advisory board. So we have an extensive 
experience in evaluating alternative fuels, but not from the standpoint of an interested party. The fuel 
supplier or vehicle supplier merely is an engineering consultant. 
I wanted to add to the discussion today a few remarks in several areas, all of which have come up in 
questions .• We don't have any prepared things. We're here more as a resource to you and to point the way, 
maybe, to some recent work that we think you ought to know about, and we will help you get in touch with 
that if you don't know about it. 
The first is on health and safety questions, which three speakers raised today. The health and 
safety of methanol is being evaluated extensively, of course, by manufacturers and distributors -- the 
methanol, in context of the California program for quite a few years. You definitely want to be aware of 
the South Coast Health and Safety Workshop on Methanol that took place last month and, of course, the 
Health and Safety Workshop component of the AB 234 process that took place just two weeks ago. Very 
extensive reports from both those efforts will be available. Methanol will be compared in great detail to 
other fuels. It must remembered, of course, that methanol is evaluated in the context of gasoline and 
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diesel fuel use, not in a vacuum. The advisory board in 234 will, we hope, come to some kind of consensus 
on the health and safety risk of methanol. From the staff point of view, it's difficult to imagine that 
those will be rated higher than the health and safety risks of diesel fuel and gasoline. 
Secondly, I wanted to help answer a question on FFV's that you asked, Senator Rosenthal. 
California does operate seven Ford FFV's at the moment and two General Motors VFV's, they call them. 
California Energy Commission is coordinating a purchase of twenty more General Motors VFV's in 
the coming year and probably another twenty Ford FFV's. These are all very limited construction 
schedules, of course, and intended for demonstration purposes. CEC hopes to demonstrate a few hundred 
or maybe a few thousand vehicles over the next five years of the FFV type. 
By 1993 the Cafe credits should we think be effective in making available quite a large number of 
flexible fuel and variable fuel vehicles in California. It's difficult to judge exactly, because it depends on 
how valuable the CAFE credit turns out to be to Ford and GM in 1993. By making reasonable estimates, it 
seems like this credit will be important and viable to them and should do what it was intended to do to 
make these cars available. Probably the most difficult problem to solve is the Rule 1601 schedule which 
starts in 1991, and as Mr. Schwarz mentioned, a number of vehicle engine families particularly that 
would be available in 1991 is quite limited. So it doesn't seem like all the Rule 1601 needs could be met by 
methanol technology. However, methanol technology is not the only clean fuels technology available. 
There is good promise that some electric vehicles and some propane vehicles and some CNG vehicles 
could enter the South Coast in response to Rule 1601 in the years before methanol vehicles are available. 
Whether you can meet every objective of Rule 1601 as it's now structured is still under debate I assume. 
But it's not a hopeless situation that the South Coast schedule could be met, that a year 2007 goal, which 
to us is the most important one, seemed quite reachable, given the incentives of the CAFE credits. So 
that's a little bit of help in answering your FFV question. 
I want to make a remark about cooperation. You have stressed so often, and I hope when you think 
about that that you pause to give some credit sometime to the California Energy Commission, the South 
Coast and the Air Resources Board in their California clean fuels working group which earlier was called 
a methanol task force, a very innovative and difficult cooperative effort undertaken by these three 
es without any legislative hammers, trying to blend their respective responsibilities and arrive at 
an integrative solution. They have also been quite successful in getting the help of the major oil 
companies such as ARCO and Chevron, and I think a lot of credit should be given ARCO and Chevron for 
stepping up and trying to help these agencies with this difficult question. 
They've also been quite successful in getting the help of Ford and General Motors, as Karen 
Rasmussen mentioned, in the heavy-duty truck demo.· The truckers have been very aggressive in helping 
out with this evaluation of methanol, it looks like the in coming years. So, that cooperative effort is 
going quite well, it seems to me, and as a model for programs of this kind. 
Now I want to add a few words about global warming. At the request of the California Energy 
Commission, we conducted a fairly major study of the global warming implications of alternative fuels. 
When this issue began to be debated a lot in the last two years, we wanted to be sure that alternative fuels 
were correctly placed in the global warming strategies. Very little information was available about that 
-52-
at the time. We undertook a very detailed engineering assessment of the global warming implications of 
methanol and natural gas in comparison with gasoline and diesel fuel. We completed that report in 
October of 1988, and I have submitted the report to the Energy Commission which is about to become 
available through them. And if you don't have it, we will help you get it. 
We did a life cycle analysis considering all the fuels from finding them in the ground to converting 
them to useful use and shipping them to the end point and using them in the vehicles, so that we 
accounted for all the emissions, not only of C02, but of CH4, a very powerful warming gas, and N2D, a 
non-negligible warming gas. 
We also tried to keep one eye on ozone itself, because ozone is perhaps the strongest warming gas 
of all; and it seems like the alternative fuels ought to get some credit if we could figure out what it should 
be, for the global warming benefit of reducing ozone. 
The results I won't go into in detail; but just to summarize quickly. Methanol from natural gas-- it 
looks like we'll have a global warming credit, so to speak, a benefit of 79 percent reduction in global 
warming compared with gasoline from crude oil. Compressed natural gas, in the range of 8 to 15 percent 
reduction in global warming compared with gasoline from crude oil. Diesel, 17 to 20 percent reduction in 
global warming compared with gasoline. Illustrates the leverage of vehicle efficiency-- the diesel result 
is mainly a consequence of that better efficiency of the diesel engine. The natural gas and methanol 
results are a result of their lower carbon content for a given amount of energy. 
Our conclusion was that the alternative, quote, "clean fuels" are compatible with reducing global 
warming. Their benefits are not big enough to cause them to be called a strategy, but at least you're not 
going in the wrong direction. So, implementing clean fuels is the right thing to be doing even though it 
doesn't give you a tremendous advantage. This is without any ozone benefit, which air modeling is not up 
to yet-- quantifying what the ozone credit for global warming might be for just looking at C02, CH4, and 
NzO. 
One last point -- that just for a reference, we took a look at the CFC emissions from the 
automotive air conditioning system. And the global warming implications of the CFCs are difficult to 
quantify exactly, but appear to be in a range 25 to 100 percent of the fuel-related global warming 
emissions. So, if one is interested in global warming and would like to do something about the 
transportation sector impact on global warming, I hope you won't forget to think about some provisions 
for controlling CFC emissions from automobile air conditioning systems. Thank you. 
CHAIRMAN ROSENTHAL: Thank you very much. You, in speaking about the potential for clean 
fuels, mentioned only the mobile section of that usage. Is there anything you'd like to comment about the 
stationary source sector in terms of alternative fuels? 
MR. MOYER: Yes. Most of our work has been in the mobile sector. You've heard witnesses today 
describe that the motive, main motive to get clean fuels such as methanol in the stationary sector would 
be to stimulate some flow of methanol which helps greatly in reducing methanol costs and making it more 
practical as a vehicle fuel. That's all true. I think that one needs to do a careful assessment of how far 
you want to go in introducing methanol in this stationary sector. 
The South Coast Plan is trying to be quite well-thought-out there in putting methanol in the 
-53-
stationary sources where its cost impact is not bad. But it requires very detailed thinking about the 
ability of industries to accommodate methanol in their storage facilities and the amount of use they use; 
the greater amount of use they have, the more painful the economic impact is. So it doesn't necessarily 
make a bad idea to try to fit it into the backup fuel sources and the occasional fuel sources, but it's a 
question that can only be answered with detailed, almost site-specific assessment. It's not necessarily, 
however, a bad idea overall, looking at the overall benefit you would get in making methanol available to 
all sectors of society. 
CHAIRMAN ROSENTHAL: Thank you. Our final participant on this panel is tv1ark Abramowitz, 
Program Director for Coalition for Clean ,Air. Welcome. 
MR. MARK ABRAMOWITZ: Thank you very much, Senator Rosenthal, Senator Leonard. I really 
appreciate this opportunity to be here to address you today regarding air quality and energy regulation. I 
find it so'11ewhat fascinating that, given the remarks of the previous speakers, you really didn't invite 
anybody who is a major source of the problem. 
As you know, state energy policy and regulations have a major impact on air quality throughout the 
state, but even more so in an area like the SCAQMD. Most emissions and therefore most of the air 
quality problems in the SCAQMD are as a direct consequent of energy production and use. Not only does 
energy policy directly impact public health, but emissions due to energy production and use also have an 
impact on the greenhouse effect we have been hearing so much about. As a result, it is crucial that your 
committee remain active in addressing air quality needs as they relate to energy. 
My goal today is to point out but a few of these needs. Let me focus first on electrical generation 
by the energy utilities. Unfortunately for the public, the energy utilities are not only some of the biggest 
polluters in the state, but some of the most difficult to control. By "most difficult to control" I don't 
mean that the technology isn't there, but the fact that the utilities have spent millions to avoid control. 
Due to the way utilities make their money, they have seemingly unlimited funds to frustrate the efforts 
of federal, state, and local pollution control agencies, and the public. 
Here the public is paying twice. The ratepayers pay the massive amounts of dollars available to the 
utilities to battle pollution control agencies. The ratepayers also pay the significant health cost from the 
pollution generated by their power plants and from the increased public funding necessary due to the 
extra resources that the agencies must spend to counter the utilities as well as to seek unnecessarily 
more stringent controls on other sources. The effort by the utilities to avoid control is seemingly of a 
magnitude normally reserved for, if not exceeding, the largest of multinational corporations. 
Notwithstanding my previous remarks, the utilities have been helpful in gatherine and analyzing 
data on meteorology, pollutant transport, and other technical issues. Their studies have certainly 
advanced the state of our knowledge and understanding in many areas. However, some of the so-called 
technical analyses have been questioned by experts and environmentalists as self-serving. A recent 
example is the multimillion-dollar or slightly over a million-dollar study, modeling study carried out by 
Southern California Edison, designed to prove that NOx controls were not necessary to attain standards. 
On first blush, SCE makes some convincing arguments. Further investigation, however, reveals that 
many important factors were not assessed adequately, such as pollution levels on days other than the 
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design days and impacts on other poliution levels. This is something that warrants further elucidation. 
According to the SCAQMD, under the Edison proposal, residents in Pasadena and other areas inland may 
look forward to breathing acid atmospheres. Already in Corona Del Mar, we have levels of acidity 
similar to that of some toilet bowl cleaners. 
My second concern in this area is that we have the public paying for these technical studies that 
may not be of the highest priority. It makes sense for our pollution control agencies to set priorities for 
research needs subject to public comment. Under the present scenario, it is the polluter setting these 
priorities in his own self-interest with the public paying for it. 
To address these problems, I would recommend that first this committee seek to have an audit 
performed, perhaps in connection with the next rate adjustment request by the utilities. This audit 
should examine the resources being spent by the utilities in opposing pollution controls including but not 
limited to lobbying and lawsuits. Second, the audit should examine the resources spent on technical 
studies, which analyses to perform and the ways in which they determine which or what studies to carry 
out and should also look at whether the studies are performed for advocacy purposes. Lastly, air 
pollution control agencies and environmental groups should be asked to estimate resources spent on 
responding to utility studies, lobbying, and lawsuits. Following this audit, I would suggest that 
committee staff develop legislative recommendations to address any identified problem, including 
reducing rates to limit funds available for these questionable activities. 
Much of the actions by utilities seek to prevent additional controls. This area needs to be 
addressed. Not surprisingly, the utilities along with the petroleum industry played a major role in 
weakening proposed legislation over the past several years in regard to pollution controls. There are 
several actions that could be taken to better control emissions from energy production. For example, use 
of best available control technology could reduce emissions by 90 percent or more. It sort of makes 
embarrassing the numbers we heard from DWP of reducing through low NOx burners 50 percent. 
There are additional ways of controlling that are certainly feasible. Limitations on the burning of 
dirtier fuels, especially during exceedences of air quality standards would also be helpful. I think 
absolutely outrageous the rhetoric that we've been hearing from Edison to the public on the fact that we 
don't need to convert fuels, we don't need to be burning cleaner fuels during an NOz episode. I think it's 
really a disservice to be misstating public health information to the media, and I've had some outrageous 
stories from them to try and justify their actions. 
Plans by the SCAQMD do seek to address some of these problems. However, their commitment has 
still yet to be demonstrated. Just about a week ago, the district put off passage of a critical element of 
their clean fuels policy after a delay already of many months. Further, even their new rules still failed to 
reflect state of the art. The failure of the air quality plan to specify criteria for the stringency of control 
measures makes enforcement of that plan more difficult. Efforts by the Air Resources Board are falling 
further short with their portion of the AQMP lacking commitments. On the EPA side, we see substantial 
problems. They need to be sued over and over again just to implement and enforce even the smallest 
provisions of the Clean Air Act. And we also see failure to control emissions at every point where they 
have the opportunity. I do know that state and local agencies are extremely frustrated by the 
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unwillingness of the EPA to control sources for which local and state agencies have no authority over--
things such as planes, trains, heavy-duty trucks involved in interstate commerce. 
Another recommendation is that the PUC make air quality a major consideration in its 
deliberations, perhaps through some changes to the code, setting out the responsibilities of the PUC. It is 
of 3orne concern that the agency may seek to encourage actions that are counter to federal and state air 
quality goals and requirements and subject us here in the State of California to federal sanctions. 
The range of my concern is wide from rates that may discourage energy conservation to policies 
that may just not move us forward in seeking alternative energy uses. For example, I have been 
approached by at least one representative of a higher educational institution in California. Many of 
these institutions want to implement pollution reducing technologies, but have found that because of 
rate structures which discourage conservation, it would be more expensive to use less energy. 
Another area of concern is that of alternative energies, we must in order to achieve clean air, 
energy self-reliance, and address the greenhouse effect, have an aggressive forward-thinking alternative 
energy program. In my opinion, in the long range, in the long term, this means substantially increased 
emphasis on solar. In the long run, I believe that solar will be our clean fuel, maybe not in 10 years, maybe 
not in 20 years, maybe not even in 30 years. But I think that will be our future. Such a program would 
restore investment and research credits and incentives -- something we saw a while ago here in 
California, but we don't see anymore. 
Now, no discription of energy and air quality would be complete without some sort of discussion of 
energy conservation. The most effective and efficient way of reducing air pollution impacts of energy 
production is reducing the need to produce it at all. Efforts of recent times have fallen short. :vleasures 
in the Air Quality Management Plan have not been implemented related to energy conservation; and to 
my knowledge, no agency in recent times has been focusing on the problem. While it is difficult to force 
agencies to carry out tasks that they have no interests in, it is nonetheless important that energy 
conservation be made an important priority in the state. I would recommend some state and regional 
goals in reducing energy needs. 
In regards to energy conservation in the auto, state fuel economy standards would be helpful, 
especially in light of federal weakening of CAFE standards. I would recommend directives to state 
agencies to purchase light-duty vehicles meeting fuel economy requirements of 40 miles per gallon or 
greater and tightening this requirement over time. This could further be translated into tighter 
standards for all vehicles in the state. In addition, we should repeal presently existing allowances in state 
law for cars not meeting California emission standards. 
Greenhouse effect is also an area that needs some further emphasis. Energy policies ••• 
CHAIRMAN ROSENTHAL: ••• you to sum up, please. We're ••• 
MR. ,1.\BRAMOWITZ: Sure. This whole thing was designed to take less than 7! minutes. 
CHAIRMAN ROSENTHAL: Really? 
MR • .1\BRAMOWITZ: Yeah. 
CHAIRMAN ROSENTHAL: Well then, you've already been 11 minutes. 
MR. ABRAMOWITZ: Oh, I'm sorry then. 
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Well, let me close by saying that I've only given you a few of the possible strategies to reduce the 
impact of energy production and air pollution. And what I will be do assist you further is to provide 
your committee with a series of working papers developed from an air quality summit, cosponsored by 
the City of Los Angeles Environmental Quality Board, the Coalition for Clean Air, and Campaign 
California. And these working papers address the wide range of issues that need to be addressed here, 
and the ideas in the working papers will be used, if necessary, as the basis for a possible statewide 
initiative on air quality in 1990. 
Thank you for your invitation to speak today and for good continuing leadership of both of you on 
this issue. 
CHAIRMAN ROSENTHAL: Thank you very much. And the materials that you've indicated, the 
working papers, the committee would like to have. 
That concludes this session. We will break now. It is now 12:30. We will break until 2:00 o'clock and 
come back to discuss the offshore oil air pollution after lunch. Thank you very much for your 
participation. 
-- Lunch Recess --
CHAIRMAN ROSENTHAL: The hour of 2:00 having arrived, we will begin our afternoon session. 
We convene---reconvene this afternoon to receive testimony on efforts being made to negotiate 
regulations governing offshore oil air pollution. 
First, I want to thank this panel for attending today. I'm aware that the parties to this mediation 
effort are subject to a protocol which constrains public comment. On the other hand, I am also aware of 
informative communications from the parties to the Congress which suggest a measure of flexibility to 
discuss certain procedural and substantive matters. 
I know that this expert panel has been struggling for years with difficult technical issues, and I want 
to be of assistance. Let me tell you which way the wind is blowing. It is not only blowing onshore --
carrying with it hazardous pollution from offshore oil rigs -- but enormous winds of change favoring 
stricter air pollution controls are being demanded in California. And apropos that is an initiative which 
was just passed by the citizens. 
This morning we heard from numerous sectors of the business community -- utilities, 
manufacturers, truckers, etc. I have no intention of forcing these companies to pay for additional costly 
pollution controls to offset air pollution generated by offshore oil development. As I have said, there are 
no sacred cows -- and that includes oil rigs off the California coast. 
Times have changed since last we met. Since this committee held a hearing almost three years ago 
on offshore oil air pollution, there have been radical changes in attitude by the public, by the state and 
local regulators, by the Legislature, and the Governor concerning the need to crack down on air polluters. 
I think this is best exemplified by the wealth of new, tough anti-smog legislation that has become state 
law since 1986. 
Personally, I think the OCS issue could have been resolved long ago had federal Clean Air Act 
amendments been adopted transferring OCS air quality regulatory authority to the Environmental 
Protection Agency where it belongs. And I believe such amendments should include EPA authority to 
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delegate a regulatory role to the State of California. If necessary, I intend to pursue this idea in the 
upcoming Congress with the California delegation. 
But California is not going to sit back and wait for congressional action, nor will we stand for an 
interminable mediation process. I must tell you that as we speak, state legislation is being drafted --
touch legislation that will ensure that California agencies oppose federal offshore oil drilling when such 
operations adversely affect onshore air quality. 
As you know, my preference is to create---to craft a law to conform to a consensus agreement that 
protects California air quality, and I hope that such an agreement is imminent. The time to conclude 
negotiations is long overdue. And I don't intend to wait any longer. 
I hope that this hearing sends a message back to Washington, that California expect a "kinder and 
gentler" attitude from the Department of the Interior -- one that embraces the "environmentalist" 
commitment of the President-elect. 
Read my lips. This commitment must be evidenced by the immediate issuance of rules which 
strictly regulate air pollution generated by federal offshore oil development along the California coast. 
Now, let's convene our offshore oil air pollution panel. Our first panelist is Alana Knaster, director 
of the Mediation Institute. And as part of your remarks as the objective mediator in this process, perhaps 
you could share your views on why these negotiations are still going on after almost three years. 
MS. ALANA KNASTER: Okay. Can you hear me? 
CHAIRMAN ROSENTHAL: I can hear you. 
MS. f<NASTER: Okay. I will spend a great deal of time talking about why we have taken so long in 
the negotidtions. But to do that I have to set the stage for how we organize the negotiations. So I will 
give a great deal of the history. 
CHAIRMAN ROSENTHAL: Incidentally --let me just break in-- you're all going to be restricted to 
about ten minutes. 
MS. f<NASTER: We know. 
CHAIRMAI'J ROSENTHAL: You may run a minute over, but if you get beyond that, I'll probably cut 
you off and ask you not to read your statement, but to give us the gist. 
MS. I<NASTER: Okay. 
CHAIRMAN ROSENTHAL: Thank you. 
MS. KNASTER: I think it's best to start with what the objectives of the rulemaking were. First, the 
objective of the rulemaking was to try to resolve longstanding litigation between the State of California 
and the :Jepartment of Interior, and to do so, it required bringing together the litigants and the 
intervenors in that lawsuit. However, it became obvious at the onset that to successfully resolve the 
issues that that needed to address, we needed to bring in many of the parties that were not part of the 
lawsuit, but which were directly affected and had an interest in the outcome of the negotiations. I would 
say that approximately seven of the first months of the negotiations consisted of trying to fig!.lre out who 
those parties were and how to organize them into a negotiations process. That became my job as the 
facilitator-mediator. 
And we spent numerous hours traveling around the state meeting with local environmental groups, 
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county government, various facets of state and ulti came up with the structure that 
we operated under, which is five interest caucuses: the federal caucus represented by several federal 
agencies; the state of California including representatives of the Air Resources Board, the Governor's 
representative, and the Coastal Commission; the local government caucus, which had five seats at the 
table, but in truth represented all the counties on the coast and a number of the cities, and they had a 
very elaborate internal structure to work through in order to make decisions; Western Oil and Gas 
Association, which had its own cumbersome process for making its internal decisions, but sent five 
people to the table; and lastly, the environmental caucus sent representatives from NRDC, the Sierra 
Club, the two intervenors in the lawsuit-- CBE and the Coalition for Clean Air, and lastly, a coalition of 
environmentalists in the County of Santa Barbara. We then proceeded to start our negotiations. 
The negotiations were cumbersome, partly because of the numbers at the table and because of the 
technical issues. In order to try and resolve some of technical issues and keep it at a level of technical 
discussion, we set up therefore three technical working committees. We had an overall policy 
committee, and then we had three technic~l committees, one on best available control technology or 
controls in general -- and they looked at what control measures could be utilized on offshore facilities. 
They also spent a great deal of their time looking at the electrification of facility issues. 
The second working group was devoted to looking at modeling, a science that was imprecise; and we 
knew at the onset that we were going to have trouble because the models were not there yet for us. And 
we would have liked to have had a perfect model to do---to look at what the impacts onshore were, but we 
didn't have them. And so we spent a great deal of time just looking at what was the science, where were 
we, and what could we use the models for. 
And the third group which is probably the most interesting and the one that we asked your help for 
over time was the mitigation fee working group. The purpose of that group was to start from scratch 
with a concept which was what else can we do as an alternative to traditional offsets and traditional 
mitigation to mitigate the emissions from offshore facilities. And that group was charged with looking 
at a structure, all the rules and regulations for how it would operate, the financing, and of course, looking 
at the projects that could be mitigated. And we proceeded along that track with each meeting consisting 
of two or three days of technical working meetings and then policy meetings. 
We were pretty much meeting our time line when we ran into a crunch. on funding. The process 
itself was well-funded by the major participants in terms of the mediators and coming to meetings. The 
environmental caucus had expected that the negotiations would end at a certain time frame and they 
then ran out of money. And we reached a crisis in the negotiations whereby they could not participate at 
a full level. That impacted greatly the progress that we could make at each meeting in order to try and 
bring- --have them involved in our consensus. 
We then ran into what I call the changing BAT ANA. For those of you who have not been part of the 
negotiations, BAT ANA is the best alternative to a negotiated agreement. And I would say that the 
changing BAT ANA, more than anything else, contributed to the fact that we---each time we got close to 
a consensus, people would weigh and measure again whether they should agree to what was on the table. 
During the course of our negotiations, there were several different proposals to amending the Clean Air 
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Act, including the Wilson bill, changing of authority over to EPA. There were the proposed lease sales in 
California. There were several administrative and legal actions on proposed projects, both in the federal 
courts and the Coastal Commission. While we were in the our negotiations, as you remember, Platform 
Gail was on the front cover of Time magazine being towed around. There were several local initiatives 
on offshore oil. There were changes in the composition of key boards of supervisors. There was a 
Presidential election. And also important was all the international conflicts that were taking place in 
the Persian Gulf. None of those can be belittled in terms of people's view of "should we agree to this, 
should we not agree to this, can we get a better deal in Washington, can we get a better deal in 
Sacramento?" And so, during the course of the negotiations, the balance within the rule kept changing • 
. L\nd it was probably one of the few negotiations that I've mediated where I had to read the L.A. Times and 
the Washington Post before I went to a meeting in order to know what the mood of my clients was going to 
be in a morning session. 
Vve are now at a point in the negotiations where we are about to have either our last or our second to 
last meeting, and that's scheduled for tomorrow. We are very close. I think it's important, however, to 
stress that whether we come up with a final consensus or not, the lack of consensus cannot be blamed on 
any single party or any single issue. As you know, when you put together a piece of legislation, one line 
can make or break an agreement in the Legislature. The same thing is true in the negotiated rule making. 
One line may appear to someone from the outside as being the reason why the negotiations might not go 
forward. On the other hand, one has to look at the whole history of how it's been crafted and the 
cornprornises that are internal to the document. 
'\.lo single individual can be blamed. No single interest group could be blamed for a lack of 
consensus. However, we still have a great deal of hope that we can reach an agreement. There's been a 
great deal of productive communication in this process, and I think all the parties will tell you how they 
feel about having participated. There's a great deal of technical work that's been done. Most 
importantly, there's been some open communication on what this business is all about from the 
perspective of what it's like to be a regulator sitting in a county, what it's like to be in Washington looking 
at what's going on in California, what it's like to be industry, and what it's like to be the average citizen 
looking at all this and figuring out how to have an impact on the world around you. 
In conclusion, I'd like to say that we hope that the transfer of information in this process is not lost. 
'>Ve know that we---we have many documents that we can never publish. They are confidential. But a 
great deal of learning and some of the creative things that we've developed from this process we hope 
will be used by us afterwards, either in the consensus rule if it comes out or by the parties as they go 
forward. 
And that's it. Have I used up my ten minutes? 
CHAIRMAN ROSENTHAL: Oh, very good. We now know why it took three years. But I'm hopeful 
that saner heads will prevail. 
tv1S. I<NASTER: Getting a consensus from 54 interests really ••• 
CHAIRMAI'~ ROSENTHAL: I understand. I understand. There's got to be some movement in the 
direction, obviously, like a piece of legislation, nobody gets everything they want. It's a consensus 
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society that we live in; and if you don't have a consensus, you don't any agreement at all. So I always 
like to suggest that when I sit on a committee and you make a and then opposition makes a 
presentation, I try to get you closer together with an amendment. But if you both go out unhappy, that's 
probably what should have happened. Okay? 
So, our next person on the panel is Michael Poling, Minerals Management Service, U.S. Department 
of the Interior. First, I want to thank you for coming to this hearing from Washington. As you know, 
concerns have been expressed in Congress about the protracted nature of these confidential negotiations 
and the exclusion of public review and comment. I share some of those concerns. As you proceed with 
your remarks, can you please comment on these concerns and answer the question of whether the Interior 
Department will be publishing regulations before the end of President Reagan's term of office, if you 
can? 
MR. MICHAEL A. POLING: I'd be delighted to. 
CHAIRMAN ROSENTHAL: Thank you. 
MR. POLING: Mr. Chairman, I appreciate the invitation to be here. And on behalf of Secretary 
Hodel and the Department of the Interior, I'd like to thank you for holding this hearing and soliciting our 
views before this panel. I'd like to thank you also for your introduction in the State Senate of the spot bill 
that would have been used to facilitate anything that would have been derived from the negotiated 
rulemaking process. 
By way of background, Mr. Chairman, in the Outer Continental Shelf Lands Act Amendments of 
1978, Congress declared it is the policy of the United States and I quote that "the Outer Continental Shelf 
is a vital national resource reserve held by the Federal Government for the public, which should be made 
available for expeditious and orderly development, subject to environmental safeguards, in a manner 
which is consistent with the maintenance of competition and other national needs." 
Now, that declaration of policy constitutes the basic framework for the Department of the 
Interior's administration of the oil and gas exploration, leasing and development program on the U.S. 
Outer Continental Shelf. While we believe that oil and gas resources on the OCS are vital to our national 
economy, as well as the Nation's energy and national security, we are fully cognizant and appreciative of 
the requirement that activities be conducted subject to environmental safeguards and in an 
environmentally responsible manner. It has been our view that we do not have to choose between natural 
resource development on the one hand and environmental protection on the other. Rather, we believe we 
can have both, if properly balanced. 
That is why we have been especially sensitive to the needs and concerns of California relating to 
the offshore oil and gas program and, indeed, why we have been willing and supportive participants in the 
air quality negotiated rulemaking. The OCS Lands Act Amendments provide the states with an 
important consultative role, one which we respect as an integral part of public policy making. We 
support the right of states and their citizens to participate in the public dialogue on offshore activities 
and believe that valuable information can be obtained from such a process. 
Section 5 (a)(8) of the OCS Lands Act Amendments of 1978 requires the Secretary of the Interior to 
prescribe regulations "for compliance with the national ambient air quality standards pursuant to the 
- 61-
Clean Air Act •••. " National regulations implementing this provision were proposed in May 1979 and 
promulgated in final in March 1980 by Interior Secretary Andrus. The rules are now administered by the 
Minerals Management Service and enforced by that same agency. At the same time the national rules 
were proposed, the Department published separate, more stringent rules for the OCS offshore 
California. The proposed California rule was withdrawn in April 1982. 
In July 1981, the State of California filed a lawsuit against the Department, in which the State 
alleged, among other things, that the national rules were insufficient to protect the State's onshore air 
quality. Two citizen groups -- the Coalition for Clean Air and Citizens for a Better :=:nvironment --
intervened on behalf of the State, and the Western Oil and Gas Association intervened on behalf of the 
Department. Many of these groups became the nucleus of the body currently attempting to negotiate a 
California air quality rule. 
Despite the pending litigation, the Department continued to work cooperatively with the State on 
the OCS air quality issue. In coordination with the State, the Department prepared air quality lease 
stipulations for OCS Lease Sale 73, conducted November 30, 1983, and Lease Sale 80, conducted October 
17, 1984. And I might add, Mr. Chairman, that these stipulations will remain in effect until new national 
regulations or a new rule applicable to the State of California is promulgated. These stipulations 
provided, among other things, that Minerals Management Service and the Air Resources Board would 
compile lists of controls for all activities, including transportation vessels; that a specified level of 
controls exist on all facilities for hydrocarbons and nitrogen oxides; and that cumulative impact 
evaluations be done for all pollutants regardless of the amount emitted and the likely onshore impact. 
Staff discussions with the State and MMS began in January 1984 in an attempt to settle the 
litigation and to address the sale-by-sale establishment of air quality stipulations. These discussions led 
to the publication in January 1985 of an Advance Notice of Proposed Rulemaking (ANPR) requesting 
public comments on a regulatory framework for addressing air quality on the OCS offshore California. 
At the end of the comment period on the ANPR, the then-Secretary of :=:nvironmental Affairs, Gordon 
Duffy, suggested that the Department consider a negotiated rulemaking process to develop a revised rule 
for the State of Salifornia. 
Now, in the interest of time, Mr. Chairman, I'll forego a description of the process, because I think 
it would be redundant of what Ms. Knaster just said, and I'll give you an illustrative list of some of the 
issues that we considered during the negotiating process. 
During the past two years, numerous approaches and concepts have been considered. Elements of 
common interest and agreement have been retained and are reflected in some of the current drafts of a 
possible rule. Throughout the process, however, it became evident-- and indeed, extremely important to 
some parties-- that the rule had to be carefully balanced and considered as a complete package. Each 
part of the rule is interdependent on other parts, so changes in one aspect necessarily require changes in 
others. 
While many of the issues are very technical and complex, the negotiations were able to---the 
negotiators were able to operate more efficiently, as Alana said, through the use of technical working 
groups and a smaller, policy-level group. Let me list some of the issues that we discussed during this two-
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year period: 
0 Control of em oxides and compounds that lead to 
ozone formation. 
o The need for and types of controls that might be installed on new and existing emissions 
sources on the OCS. 
o The need for and types of controls or mitigation for emissions from "off-platform" sources 
such as crew and supply boats and OCS-related tankers. 
o The emission allowances for all pollutants. 
o The use of innovative methods to mitigate pollutant emissions, such as the mitigation fee 
concept. 
0 Periodic cumulative assessment. 
o Development of regulations to address inspections and enforcement. 
o Definition of what constitutes an "upset" and how to regulate emissions during upset events. 
The list goes on, Mr. Chairman, as indicated in my prepared statement. 
Let me conclude by saying, giving you a little description of what we have learned in the process, 
and though the process is incomplete, we feel very strongly that the negotiating process has been 
successful in several respects. First, all parties are much more sensitive to California's air quality 
concerns and appreciative of the challenges we face in addressing those concerns. In turn, we believe all 
parties have developed a better understanding of the OCS exploration and development program. 
Second, we have developed a considerable amount of valuable information that can be used in the 
preparation of a California air quality rule. Third, we have attempted to develop new approaches to air 
quality problems. Circumstances have dictated that new and different concepts be considered to address 
California's onshore air quality. And finally, but perhaps most importantly, the negotiating process has 
established an invaluable dialogue on a very serious issue. 
We hope relationships that have been in the last two years will continue in the future 
and that the of consultation will remain a dynamic one. The air quality issue has been 
contentious, even acrimonious at times. Yet we the process has served to focus 
energies in more productive areas. 
In closing, Mr. Chairman, I like to express my appreciation to those who have toiled with us 
over the past two years in the air quality negotiations. It has been a long and arduous process, but one 
that we approached from the outset a commitment to produce a rule that will better protect 
California's air quality. We have the last, negotiating meeting scheduled for 
tomorrow. Whether the outcome leads to a consensus on all the issues or not, we believe the process has 
been a tremendous success. After seven years of and uncertainty about the federal regulatory 
regime that will govern OCS emissions offshore California, we believe we have the basic tools to craft a 
rule that will achieve our original goal. 
I appreciate the opportunity to be Mr. Chairman. I would like to respond to the two issues 
that you raised before I gave my remarks; one is confidentiality, and the other is when---if I can say 
anything about whether the Department will publish a proposed rule. And one of the things that I think 
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many of you who have had negotiations in the State Legislature can appreciate is the fact that you need a 
free-flowing and wide-ranging discussion to have a thorough appreciation of people's needs and concerns. 
And we felt that to have that free-flowing discussion, we needed to meet in a ~nanner that would allow us 
to have that kind of wide-ranging and free-flowing dialogue. 
It's been no secret that we've been doing this for the last two years. You and and other members in 
the State Legislature are fully appreciative of the fact that we've been meeting, as our members of the 
United States Congress. We've kept them informed. And in fact, I've been up to the Hill to brief the 
members' staffs on different occasions. But the fact remains that we did need to have some privacy to do 
this so that we could not have any inhibitions on the amount of discussion that we had and so that people 
could express their true feelings about what their concerns were and how they wanted those concerns to 
be addressed. 
The other question is really contingent upon the events of tomorrow, Mr. Chairman. It would be 
pure speculation on my part to say what we would do when we have not had another meeting or what 
perhaps could be the final meeting. In any event, we do feel some pressure to get something done. We 
have been laboring on this, as you've noted; and certainly, we are very appreciative of that. I've 
committed several hundred hours to this process myself. And I would like nothing better than to see it 
brought to closure. 8ut if there is a possibility that we could get something proposed by the end of this 
Administration, we will try our very best to do that. 
CHAIRMAN ROSENTHAL: Thank you. One of the things that keeps popping into my head is that 
we have kind of a double standard with land-based oil pollution subject to strict EPA standards, okay, 
while offshore oil pollution which affects onshore air quality gets off with an Interior Department 
standard which may be different than EPA? Would you like to comment on that? 
MR. POLING: Well, there are two different bases of statutory authority. 
CHAIRMAN ROSENTHAL: No, but I'm talking about the pollution problem. 
MR. POLING: I understand. One of the things that I would note about that is that Congress had the 
opportunity in the same year, within a period of about one year to---during the '77-78 period, enacted the 
Clean Air Act Amendments and also passed the OCS Lands Act Amendments. And they felt---Congress 
in its wisdom felt that the authority for air quality regulation should reside with the Department. 
One of the things that we note about offshore development is that because of climatological 
factors, meteorology, topography, and other things, it is quite possible that offshore emissions do not 
have the same impact onshore as they would if the sources were located onshore. 
CHAIRMAN ROSENTHAL: But supposing they are? 
MR. POLING: If they were onshore, then obviously, they would be subject to the Clean Air Act. 
CHf'\IRMAN ROSENTHAL: Well, let me just ask another question because a number of years ago, 
as I became more interested in this subject, I went to the North Sea as a guest of Chevron. And they 
showed me how they were doing it in a clean fashion. But they don't seem to---no oil company seems to 
want to do the same thing off our shore as they are obligated to do off the Norway shore. And Norway is 
very concerned about their pristine coast, okay? A number of things. Electric motors. Now, is that part 
of our discussion here? 
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MR. POLING: Whether can be yes, that is part of the discussion. 
CHAIRMAN ROSENTHAL: Okay, now it seems to me that if that rninates pollution corning into 
the shore, that might be the answer. But the oil companies may not want to the money to do that 
because it's more expensive, I guess. 
MR. POLING: Moreover, it may not be technologically feasible. 
CHAIRMAN ROSENTHAL: Do we know that for a fact? 
MR. POLING: It could be in some cases, so you have to essentially run an extension cord from the 
coast to the platform. 
CHAIRMAN ROSENTHAL: It's my understanding that our utilities are willing to do that. 
MR. POLING: Well, I'm sure they're willing to sell the electricity. But is it technically feasible to 
run a cable from the shore out to the offshore area. The shelf drops very rapidly off the California coast. 
It may be rugged bottom terrain. We don't know whether it can be done technologically in every instance. 
But certainly, we've established a process in this negotiating document that we're contemplating to do a 
feasibility analysis on every new project that would be proposed for the OCS. 
CHAIRMAN ROSENTHAL: One of the other things that I learned which was kind of interesting --
one of the engineers from Chevron indicated that the secret in drilling off a coast is to use a ship, and 
which I guess there are only two in the world, which has a teacup kind of a concept which may cost a 
quarter of a billion dollars, so that there is no oil coming in to shore. In other words, whatever bubbles up 
is in the teacup and you take it off the top. Is that part of any discussion? 
MR. POLING: Well, I'm not familiar with that concept. I just point out in the twenty years since 
there was an accident in the Santa Barbara Channel, we haven't had a blowout on the OCS since and we've 
produced over 5 billion barrels of oil. 
CHAIRMAN ROSENTHAL: And I'm not suggesting that you're ever going to have one. But people 
are concerned about the possibility. 
MR. POLING: As we are. 
CHAIRMAN ROSENTHAL: Now, in the North when they're digging a new well, they use that 
ship, and I understand there are only two such in the world, very expensive, okay? But Norway has 
insisted that that's what they've got to 
The other thing that I learned when was there is that no takes any oil off that platform. That 
oil goes 125 miles away under the fjords, you know, and we saw them laying the pipe. And so I came back 
with the concept which says, you know, it might be possible to do it, but it may be more expensive to do it, 
and can we get the oil companies to do if the way it has to be done. Nobody can tell you that there's 
any rougher place in the North Sea for of oil, because I was out there on a platform, you know 100 
feet off the surface, because the waves are 100 feet high. We had to go out there in a wetsuit and a 
helicopter. And so, when I hear about---the discussion about what can be done, where I saw it being done, 
and then I find objections to doing similar things along the coast of California to at least give an 
impression to the citizens that we are even though more expensive, to do it in a safer way. 
CHAIRMAN ROSENTHAL: Well, I think I detect a recurring theme in your line of questioning here, 
Mr. Chairman; and that is that you've observed other kinds of technologies in other countries and they 
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may or may not be under consideration here for use off the coast of California because of economics. 
That would be a concern, yes, but it wouldn't preclude those kinds of things from being featured in any 
future rule that we would promulgate. 
One of the concerns is that if we are going to ultimately extract the resource that we have which is 
the resource of all of the American people, not just the resource of the California citizens, then we have 
to balance the national interest in that resource with other requirements. It doesn't mean that ignore the 
beauty of California's coast nor the environmental considerations. We will try to have in a rule the best 
available technology if it is reasonable and feasible to require that technology to be used on the OCS. 
One of the things that you mentioned that I would like to respond to is that EPA requires certain 
things of facilities onshore, and there seems to be either---the implication is that we're not interested in 
requiring the similar kinds of things of the offshore industry. And I would suggest that there are probably 
a gentleman here at this table, particularly to my left, that would---could suggest to you that there are 
several things that are being done offshore California that are much more stringent than are being done 
anywhere else in the United States, particularly in the Gulf of Mexico and offshore Alaska or anywhere 
else. And I think there are a number of requirements that are being done that are particularly sensitive 
to California's unique environmental coastline, and it does not imply at all that the Department of the 
Interior is not willing to hold offshore companies to high standards, as long as those standards are 
compatible with our objective of extracting the resource and bringing it to the marketplace for the 
American people. 
CHAIRMAN ROSENTHAL: The question is, does Chevron or anybody else have to do what they do 
in the North Sea off the coast of California? And that's really what I'm going to ask Mr. Harris because--
General Manager, Lands Department of Chevron. And it was under the Chevron auspices that a number 
of Senators went to the North Sea and they showed us how to do it cleanly and safely to meet Norway's 
concerns about the environment. And I'm not sure that their's are less than ours. So please. 
MR. DICK HARRIS: Very well. Thank you, Mr. Chairman. I appreciate the tip-off that you'll be 
seeking some information respecting the Norway method of exploring and developing resources off their 
coastline. Perhaps the best way to handle that is to give you an example or two at the conclusion of my 
remarks. And then, if it's appropriate, I can provide a much more detailed explanation to Mr. Shapiro, if 
that works out for the committee. 
CHAIRMAN ROSENTHAL: Fine, fine. 
MR. HARRIS: As Mr. Poling mentioned in his statement, the current controversy is about a decade 
old; and I have laid out in my statement my chronology. It matches very closely to his, and I won't waste 
the committee's time with a reading of that. It's not a new issue, I think, is the point. 
CHAIRMAN ROSENTHAL: I understand. 
MR. HARRIS: The goal of the negotiated rulemaking, I think, is simply stated -- not so easy to 
achieve, but certainly simply stated: To reach a consensus on an air quality regulation which is 
technically sound, legally sufficient, protective of air quality concerns of the state and local 
governments and supportive of the orderly and reasonable development of the OCS offshore ':alifornia. 
Industry's role, I think, in that is to do exactly as our rule would suggest; and that is, play the part of the 
regulated. It was not so curious to me, but it sort of dawned on me in the midway in the process that of 
the parties in the we had at least three regulators from the federal, 
state, and local level, although there were many more than that. We the conscience, if you will, the 
watchdogs, in the form of the environ mental groups; and we had the regulated in the form of the industry. 
Our purpose there in addition to bringing a balance to the negotiations, to make sure that the rule would 
work, I think was to shed light from a technological standpoint on what could be achieved and what was 
feasibly in this day and time, and let me add, certainly not to discourage technological forcing or 
technologically forcing regulations. That was not our purpose. 
As you know, formal negotiations did not start until September 1986. Ms. Knaster mentioned some 
of the reasons for that. In my own mind, we had to progress from broad, major concepts down to the 
details that would implement the broad, major concepts; and because of a complexity of the rule, I think 
that it's fair to say that there was no time wasted necessarily, but it's very important to make sure that 
details got as much time as the broad concepts. 
Our view of the negotiated rulemaking and the efforts put forth to date is a very positive view. We 
always felt that a negotiated rule, satisfactory to all interested parties, would be difficult to achieve. 
This fact notwithstanding, we also felt that it would be worth the effort to achieve it because a 
negotiated rule and its ramifications is far more preferable than the oftentimes acrimonious debate that 
accompanies the permitting of OCS projects. In fact, Mr. Chairman, we haven't had a lease sale in 
California, I believe, since 1984. That's not all attributable to the debate over air quality, but in some 
part it is. 
Because the parties hold very divergent views on such basic issues as the efficacy of certain 
technology, the results of joint studies and the limits of jurisdictions, it became abundantly clear that 
creativity and compromise have to play dominate roles in our negotiations. In fact, I think it's fair to say 
that compromise and creativity jointly are the sine qua non of negotiated rulemaking. 
An illustration of this creativity is the mitigation fee. We regard a workable mitigation fee as the 
cornerstone of any successful negotiated rule because it tends to counterbalance the level of regulation 
that is deemed appropriate by other negotiators. 
Now, there were a number of points raised in our negotiations relative to the level of regulation; 
i.e., the stringency of the rule that was necessary. And without debating those and in fact acknowledging 
that there were legitimate points of view held by the negotiators on that very subject, the mitigation fee 
was an extremely creative way to overcome that point of contention. You know that because of the 
protocols, I can't really talk about the mitigation fee here, but I want to leave with you the idea that the 
industry is very supportive of that and we want to work very closely with the committee and the staff to 
achieve that if we get that far. 
In closing, I'd like to mention a fundamental problem that I think is faced by all the negotiators, and 
I think will be faced by your committee, and that's the problem that is characterized by regulating ahead 
of science. The air quality issue is exceedingly complex. It is ever so much more so when the issue 
involves the influence of offshore emissions to onshore air quality. I don't think that this problem is a 
great respecter of jurisdictional lines. I think it applies whether you're talking county to county, state to 
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onshore, or federal to onshore. And I urge you to keep the problems and ra:-nifications of regulating ahead 
of science in mind as you take up the 1989 legislative agenda. 
CHAIRMAN ROSENTHAL: Can I ask a couple of questions? I would take it then that the oil 
industry would be opposed to transferring OCS air quality regulatory jurisdiction to EPA. 
MR. HARRIS: That's been our historical position. And I want to stress that that's been our 
historical position. One of the reasons is because we didn't at the outset feel that there was a reason to 
tr8nsfer it. A regulation is a regulation. And I think all the parties would agree that so long as it works, it 
really doesn't matter who administers it, and that's been our point up to this point. We take note of the 
fact that the state and DOI have negotiated for virtually every lease sale in the '80s, 73 and 80 in 
particular, to establish new stipulations. I think that's a tip-off that there might have been some 
problems with the earlier regulation, at least from the standpoint of whether the OCS program could 
proceed. We've abided by those. We've worked very closely with the State of California in implementing 
those stipulations for the lease sales. So I tend to downplay our position on whether it ought to be 
transferred. \tl/hat we're interested in is a workable rule and the fair administration of that rule. 
CH/\IRMAN ROSENTHAL: Well, you're meeting the rules onshore under EPA's guidelines and the 
local air quality boards. And if you were not, I'm sure you would be on the way to doing it at some point. 
And so, talking again about the double standard, because there's a perception in the minds of people along 
the coast that somehow there's something different about drilling out here and drilling here if in fact the 
same pollution comes in to the shore. 
MR. HARRIS: I understand the question. Mr. Chairman, I've been trying for years to disabuse the 
general public of the notion that there is a double standard or that inherent in DOl's regulation is the fact 
that it's either lax or has a second tier in priority of their objectives. 
CHAIRMAN ROSENTHAL: This morning, at our session this morning, PG&E suggested utility 
electrification of the ship? Any comment? 
MR. HARRIS: Yeah, a couple comments. We have to look at this in two stages: One is the 
exploration stage, and I would wager that they cannot supply electrification to drill ships in tile .... 
CHAIRMAN ROSENTHAL: Test them. Test them. 
MR. HARRIS: I don't understand. Test ••• ? 
CHAIRMAN ROSENTHAL: Make PG&E put up or shut up. 
MR. HARRIS: Well, in that regard, I think at least our platform that we have recently placed, 
that's offshore Long Beach, is electrified. So we know that it works there. Unocal, in the same manner, 
electrifies virtually all theirs. 
But let me add that when we went to Edison for some of our platforms off the coast of Santa 
Barbara, around the point, Edison cannot supply electrification •••• 
CHAIRMAN ROSENTHAL: No, I indicated this---PG&E 
MR. HARRIS: PG&E, I agree. 
CHAIRMAN ROSENTHAL: ••• indicated that this morning to our hearing. 
MR. HARRIS: All right. Well, I can take that as a personal challenge to seek out the PG&E people, 
see if they can supply a cord. Let me remind you though that there is at least one other issue, and all of 
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these things need to be balanced at least in a mind that has overall jurisdiction; and that is, 
any whether it be a pipeline or an extension cord from a substation onshore, is run on 
the bottom of the ocean floor, we get a number of comments from local industry, primarily the fishing 
industry, that that's an intrusion on some of their abilities to work the ocean. So we have to---there's a 
balance not only in air, but of all the impacts. 
CHAIRMAN ROSENTHAL: I think it's worth exploring since PG&E indicated they would be happy 
to do it. And just the idea of the exploration, it seerns to me, and your promoting the idea at some point, 
may tend to eliminate some of the opposition which appears to be standing in the way. Now, I'm not 
suggesting you ought to get everybody off. All I am suggesting is that if there was an attempt by the oil 
companies to say we are going to do whatever is necessary to prevent that air from coming onshore in a 
polluted fashion, you might begin to get some portion of the opposition on your side. And I think it's worth 
a try. I'm not guaranteeing anything. I'm just suggesting that you'd get a different ear from the 
Legislature perhaps, because there was an attempt. And a number of the Senators who went to the North 
Sea are still in the Legislature came back with some very positive concepts about what could or could not 
be done, and then it kind of just dropped by the wayside. We had no follow up. 
MR. POLING: Make I make two additional points, please? 
CHAIRMAN ROSENTHAL: Yes, certainly. 
MR. POLING: One of the things that occurred to me while I was sitting here listening to your 
questioning was, I am al---I can't---I really shouldn't assume this, but you are aware that the 
Environmental Protection Agency from the national headquarters had a participant at all of the 
negotiating sessions ••• 
CHAIRMAN ROSENTHAL: Yeah, yeah. 
MR. POLING: ••• and also had participants from the regional administrator's office here. 
CHAIRMAN ROSENTHAL: Yeah. 
MR. POLING: I just wanted to make sure you were aware of that. 
CHAIRMAN ROSENTHAL: Did they raise questions about the air coming onshore? 
MR. POLING: They raise questions about everything. 
CHAIRMAN ROSENTHAL: Okay. 
MR. POLING: If I might just add one other thing that relates to the Environmental Protection 
Agency, and that is that the significance levels on which the national rules are based-- now, the Interior 
national rules are derived from the processes that the Environmental Protection Agency has devised. So 
we have patterned our rules after the significance levels used in the concept of prevention of significant 
deterioration under the Clean Air Act. 
CHAIRMAN ROSENTHAL: Let me just ask one further question. In the rulemaking, will their be 
the ability if in fact pollution comes onshore to require retrofit? 
MR. POLING: Yes. 
CHAIRMAN ROSENTHAL: Okay? In other words, all the mitigating, all of the BACT can be 
forced upon every one of those wells if in fact it's coming onshore? 
MR. POLING: Let's sort out a couple of issues here. You mentioned BACT, which is best available 
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control technology. That would be applicable to new major sources only. 
What I think you're referring to in terms of retrofit technology is reasonably available control 
technology. 
CHAIRMAN ROSENTHAL: Right. 
MR. POLING: That would apply to existing facilities. The way that the rule is currently---the way 
the rule currently contemplates this, as we have discussed it in principle, is that if it economically 
reasonable and feasible to install these, it will be done. 
CHAIRMAN ROSENTHAL: You know, that bothers the hell out of me-- economical, feasible, and 
you know, it can be done. Has anybody ever taken the consideration of the cost of health care in 
California as a result of pollution? Of course not. When I talk about reasonable, you have to include 
what's happening in our society in terms of health. But nobody thinks about that. All we talk about now is 
whether it's economical and feasible under the circumstances to do anything without factoring in all of 
the other costs that are involved. 
MR. POLING: Again, it's patterned after the Clean Air Act. 
CHAIRMAN ROSENTHAL: No, no, I ••• (Laughs.) 
MR. POLING: So, if you're ••• 
CH.t;IRtv1AN ROSENTHAL: I'm just being a devil's advocate here. I'm trying to---if in fact you 
have your offshore drilling and it's been okayed, but we find out that something is happening that wasn't 
expected in some portion of the coast and more pollution is coming in th3n was expected. 
MR. POLING: The answer is yes, we could require additional controls. 
CHAIRMAN ROSENTHAL: Okay, okay. 
MR. HARRIS: Mr. Chairman, perhaps---I'm sure you're well aware of this, but to the extent that 
any project is approved by Interior or in fact, more recently during the manner in which projects are 
permitted, the projects meet the health-based standards that are in law now. So, at least presumably, 
you can conclude that if a project is operating, it is not unhealthful, if it meets the standards, which are 
health-based. 
CHAIRMAN ROSENTHAL: Okay. Thank you. I'm sorry to spend so much on time on this. 
Our next speaker, John Doyle, Deputy Secretary of the California ::::nvironmental Affairs Agency. 
Welcome, sir. 
tv1R. JOHN DOYLE: Good afternoon, Senator. Thank you very much for the opportunity to leave 
foggy Sacramento and vist smoggy Los Angeles. 
As you indicated, I am the Deputy Secretary of Environmental Affairs, and I am also the contact 
person for the State Caucus. The State G:aucus has representation from the Office of Environmental 
Affairs, the Air Resources Board, and the Coastal Commission. The State Lands Commission, although 
not a member of the Caucus has received briefings as to the status of the negotiations. I might also add 
that the Attorney General's office who has been the attorney of record in this case also is brought up-to-
date relative to the proceedings of our negotiations. 
In my comments, I intend to provide an overview of our perspective regarding negotiated 
rulemaking for the Department of Interior OCS Air Quality Rule. As you are aware, participants in the 
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negotiations are bound by protocols, which expressly require confidentiality regarding the content of the 
negotiations. Therefore, my comments will be, necessarily, brief and general in nature. 
Before commenting on the negotiations, I want, first, to assure you that during the more than two 
years since the process began, we have taken steps to assure that onshore air quality would be fully 
protected from the impacts of any projects going forward while the negotiating process continued. we 
have done this in close coordination with local districts and through application of Lease Sale 73 and 80 
air quality stipulations, which provide for the fullest use of the best available technology to control 
emissions and as necessary for the mitigation. 
The state's goal throughout the negotiations has been to assure that where OCS development 
occurs along our coast, it be done in the manner that provides full protection for onshore air quality, 
comparable to that provided by onshore air quality rules. We have recognized that the process of 
negotiation involves an understanding of and an attempt to accommodate the interest and needs of all 
the parties involved. However, in the course of the negotiations, we have not taken positions which 
would in any way compromise the goal of protecting onshore air quality. What we have worked very hard 
on is assuring that state-of-the-art air pollution control technology would be used on all OCS oil and gas 
developments and providing flexibility and options to address the emissions that are left after the 
application of controls. We have actively worked with all the caucuses throughout the process in an 
attempt to provide balance to a rule; that is, an optimum level of protection for onshore air quality 
commensurate with the limitations of economic feasibility. 
Again, I understand your concern relative to the health-based standards. And as Mr. Harris 
indicated, hopefully, both the state and federal standards are health-based. And as you know, they are 
reviewed every three years, at least at the state level, to be sure that we are on-track relative to the 
health-based standards. 
The negotiating process has lasted far longer than we had anticipated. And frankly, we have been 
somewhat frustrated by it. We believe the goal of the process was definitely a positive one: To share a 
consensus on a rule which will protect onshore air quality, resolve legal disputes, and permit 
environmentally sound OCS development to occur. 
However, the process of negotiated rulemaking is a new and difficult one, particularly for us. And 
the divergent interest of the groups participating in the negotiations has precluded an easy or timely 
conclusion of the process. The undertaking was a very ambitious one at the outset, and the discussions 
have had to address many technical and philosophical issues raised by all the parties. While many will 
probably consider the negotiations a failure if a consensus rule is not the result, I feel and this 
Administration feels that there has been some positive results from the process. For example, I believe 
the process has given all the parties a much better appreciation of the concerns and needs of the other 
parties. While the parties do not all share the same needs and concerns, it has been very important to 
understand and appreciate the others' interests and their perspectives. I also believe that the process has 
resulted in some very creative ideas and concepts that may have benefits for air quality programs in 
general. Finally, I feel that the process has started a dialogue between industry, government, and the 
environmental community that will continue well after the negotiations have concluded. 
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In summation, if the negotiations do not result in a consensus rule, I am hopeful that the ideas and 
concepts that resulted from the discussions will be reflected in a final Department of Interior rule. It is 
possible that the Department might proceed with rulemaking even if a consensus rule is not agreed upon 
by all the parties and that such a rule could build on the ideas and approaches developed in this 
negotiating process. 
Thank you very much for the opportunity to appear before you. 
CHAIRMAN ROSENTHAL: Let me ask a couple questions. Assuming that an agreement is reached 
on new regulation, what in your view---what do you think---well, I guess---there are a number of boards 
and commissions that are going to have to deal with it. What would be the authority of the .A.ir Resources 
Board? 
Mr~. DOYLE: Well, in terms of ARB's blessing of the rules, so to speak, the rule and the contents 
would be brought before the Board for their approval. My understandi11g is that other local entities --
the air pollution control districts, the county boards of supervisors ••• 
CI-1AIRMAN ROSENTHAL: Local districts. How about the Coastal Commission? 
MR. DOYLE: The Coastal Commission likewise would have to endorse or put their stamp of 
approval on the rule. A part of the concern expressed by the number of people is how the rule would be 
applied, and I'm not going to expand on that comment because it is one of the points on which we are still 
negotiating over. 
If the Air Resources Board, looking at both federal and state standards, believes that this rule will 
provide the kind of protections necessary, we would have no opposition to the rule assuming that it would 
be applied in the fashion in which the rule was constructed. 
CHAIRMAN ROSENTHAL: But I guess the question is, what if one of those boards or commissions 
or the combination of them don't agree that the rulemaking achieves the desired effect? 
MR. DOYLE: Well, I guess it's a question of whose scientific and whose technical judgment you can 
trust in. The only thing that I can say, Senator, is that the Air Resources Soard has had a long history of a 
good record. And I would assume that we would not back off our position relative to the appropriateness 
of the rule in protecting onshore air qualities and at the the same time, both state and federal standards. 
If districts for some reason don't agree, then I am sure we would have to sit down and find out where the 
points of disagreement are. And if we've overlooked something in the rules, certainly then we have to 
come back and revisit that area. 
MS. I<NASTER: Maybe I can answer that. 
CHAIRMA~~ ROSENTHAL: Okay. 
MS. f<NASTER: The process that we've established is that once the negotiators have signed off on a 
rule, each negotiator has the responsibility of taking it back to their respective organization. If you 
happen to represent a local government, then you have to take it back to your board. In the event that 
one board of supervisors or one body that needs to approve the rule says no, we no longer have a consensus 
and we either go back to drawingboard or we go back to court. 
CHAIRMAN ROSENTHAL: I see. Because the Coastal Commission, for example, through it's 
federal consistency authority, there are some discretionary provisions of the agreement that these 
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various boards and commissions and local districts m have so:-ne problems with. I just wondered what 
in that case. 
MS. KNASTER: We've addressed it very heav in the rule. So there's a variety of answers to the 
question. 
CH;'\IRMAN ROSENTHAL: And my final question then-- assuming an agreement is r~ached after, 
what type of legislation, if any, might be necessary to facilitate state compliance? 
MR. DOYLE: Well, I think that would depend a lot upon what in the rule we agreed upon would 
require legislation. The only thing that I can think of right offhand, Senator, would be legislation 
authorizing the implementation of a mitigation fee program. Other components of the rule, as I 
understand it, are within the jurisdiction of the districts and the state at this particular time. I am not 
sure that we have the authority to ••• 
CHAIRMAN ROSENTHAL: I don't know. I just ••• 
MR. DOYLE: To go unilaterally ••• 
CHAIRMAN ROSENTHAL: In addition to mitigation fees which might be called for. I didn't know 
whether there was going to be anything else that might require legislation. 
MR. DOYLE: To my knowledge, and I'm sure not the final authority on the subject, to my 
knowledge that would be at least the one area that wouldn't need assistance on your part to have the 
consensus rule move forward. 
CHAIRMAt'~ ROSENTHAL: Okay, thank you very much. 
Now we'll hear from Richard Baldwin, director of the Ventura County Air Pollution Control 
District. 
MR. RICHARD H. BALDWIN: In addition to being the Ventura! County Air Pollution Control 
Officer, I've also been the contact person for the local district caucus. Our caucus is somewhat unwieldy 
in that we've had over twenty members participating in this. What I'm trying to do today is to represent 
the views of our caucus. 
The continuing controversy over the regulation of emissions from oil and gas operations from the 
outer continental shelf has at least two major sources. First, there is controversy over the facts; and I 
think you've heard a little bit about that already. For instance, Mr. Harris indicated there is no---that 
they feel there are no impacts because projects are permitted. There are other people that have a 
somewhat different view. So it has yet to be demonstrated conclusively just what, from our opinion, 
what the onshore effects of offshore emissions are, both in areas which have relatively clean air, and in 
areas which are out of compliance with federal and/or state standards. Over the last two decades, a 
number of attempts have been made to monitor or simulate these effects. Some have been relatively 
simple and straightforward tracer studies, while others have involved complex computer driven 
numerical models requiring large amounts of data on emissions, meteorology, and air quality. 
To date, none of these attempts have succeeded in establishing a precise relationship between 
offshore emissions and onshore air quality. While we know that the prevailing winds in California bring 
pollutants onshore, this knowledge has not been sufficient for the various parties interested in this 
subject for regulatory purposes. This is especially true at the project level. This uncertainty has 
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hampered development of a consensus regulation based on the assessment of onshore air quality impacts 
from offshore emissions. While all of this uncertainty exists, EPA has required local districts to revise 
their air quality plans to account for the onsho·re air quality impact of offshore emissions. So we're told 
to do that, notwithstanding the fact that we don't exactly have the tools today to be precise. 
The second major source of difficulty is the confused state of federal policy and jurisdiction over 
emissions from outer continental shelfsources. With respect to policy, the problem is that the existing 
DOI areawide leasing program provides no upper limit to the amount of development which may occur in 
any one area at one time. In fact, the policy encourages concentration of activity through the five-year 
leasing program. 
With respect to jurisdiction, the most direct source of regulatory authority is the Outer 
Continental Shelf Lands Act, administered by the Department of the Interior. The Clean Air Act, as 
you've noted, administered by EPA, results in onshore areas being required to show how federal standards 
can be met taking OCS emissions into account. Finally, under the Coastal Zone ~v1anagement Act 
administered by the Department of Commerce, states must consider whether to object to proposed 
federal actions which may be inconsistent with approved Coastal Management Plans. In California, this 
has been understood to include the effect of OCS emissions on onshore air quality, and the Coastal 
Commission has objected to several OCS projects. 
The confusion in policy and jurisdiction has caused frustration and delay for all parties. The OCS 
projects permitted in the last ten years have required extensive negotiations, and in some cases 
litigation, before local governments granted permits for onshore facilities which were required to 
support offshore development. One result from this process has been a significant drain on local 
government resources. 
One of the consequences of this extended controversy was the filing in 1981 of the lawsuit over 
MMS rules for regulating OCS emissions, as you've heard. In 1985, the attempt was begun to negotiate 
rather than litigate this controversy. Coastal local governments began participating in this negotiation 
with the understanding that neither the controversy over facts, nor the confusion over jurisdiction, could 
be removed by the negotiation process. But, we believed it might be possible, nevertheless, to arrive at a 
consensus rule to be administered by the Minerals Management Service of OOI, if MMS could finesse 
these questions by providing substantively adequate regulation. 
It has been a major challenge to accommodate the facts as understood by the parties, and the 
regulatory needs of the agencies invovled, without resolution of these issues. This has been, in my 
opinion, the principal reason for the extended period of negotiation. It may prove impossible to design 
regulations which satisfy the air quality concerns of local government without a change in federal law. 
1--lowever, we are still trying. 
While the Negotiation Protocol precludes the parties from describing positions or details prior to 
the conclusion of the negotiations, we can describe the broad outline of the rule which has been under 
discussion. It is organized around three broad principles. 
First, OCS projects should be designed in such a way as to minimize the quantity of air pollutants 
they emit. We believe this is the only rational response to the problems of factual uncertainty about 
-74-
impacts, and the poiicy uncertainty about the amount of cumulative development. In addition, using 
to minimize emissions reduces :1eed and concern project mitigation. 
Second, the emissions that remain after applying a stringent test must somehow be 
mitigated consistent with the "significantly effect" limitation in the Outer Continental Shelf Lands Act 
and with the duty of the local agencies and the State to protect onshore air quality standards. 
And third, the rule needs to somehow be responsive to the cumulative effect of OCS emissions over 
time, and the results of changing conditions. 
The second and third principles have been the most difficult to deal with. Ouring the period of the 
negotiations, all the nonattainment areas have received SIP calls from EPA which require a 
demonstration on how attainment can be achieved while taking all emissions which affect their areas 
into account; local regulations have been tightened in order to comply with this requirement; EPA has 
been sued to prepare Federal Implementation Plans for the South Coast and Ventura areas; most 
recently, the Legislature passed and the Governor signed AB 2595, the California Clean Air Act. This 
new Act substantially increases the requirements on local districts and the state to adopt measures to 
protect federal and state standards. Local governments have not found a way to meet these obligations 
yet while experiencing growth and unmitigated OCS emissions. 
The challenge is to develop a mitigation program which will reduce emissions onshore to 
compensate for growth in OCS emissions. This must be accomplished at the same time that local air 
districts are trying to reduce emissions to deal with their "home grown" air quality problems. 
In summary, the negotiations have largely been about striking a balance among these three 
approaches to the problem: minimizing emissions, mitigating residual project emissions, and dealing 
with the cumulative unmitigated emissions growth. The negotiations have resulted in proposals for best 
available control technology requirements, platform electrification requirements which incorporate 
economic considerations, and other provisions intended to assure that emissions will be minimized in the 
first place. J\11 of these are subject to feasibility tests. 
With respect to project mitigation, we have discussed the use of conventional offsets-- that is, 
reductions in emissions from existing permitted sources-- as well as proposals for other programs which 
have the potential to mitigate the new OCS emissions. These proposals are the result of some 
experience that local governments have had in using innovative programs, and from the recognition that 
conventional offsets are becoming scarce in many coastal jurisdictions in California. 
In the event consensus is reached through negotiation, the State's role under existing law will need 
to be carried out consistent with the provisions of the negotiated rule. 
Under the CJCS Lands Act, the Governor has certain comment rights which can be used to assist in 
the administration of the rule. 
Under the Clean Air Act, the Air Resources Board has a duty to adopt a State Implementation Plan 
which shows how federal standards can be achieved while OCS emissions are increasing and mitigation 
measures resulting from administration of the rule are attempting to offset them. 
Under the Coastal Zone Management Act, the California Coastal Commission will continue its 
consistency review process. A way must be found to administer the Coastal Management Program 
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harmoniously with the substantive requirements of the DOI rule. 
And under the State's own air quality laws, the state and local jurisdictions have a duty to protect 
state standards. How this duty can be met while cooperating in the administration of a federal rule for 
the protection of different has a continuing challenge. 
In the event the rule under consideration is adopted, an agency capable of administering the 
innovative mitigation program will be required. If the State itself is interested in taking on this role, as 
you've heard, legislation will be required to create an administrative entity with the technical expertise 
and management and fiscal abilities to exercise the role described by the rule. 
If there is no consensus, coastal governments will be asking the Legislature to take some 
further measures intended to protect onshore air quality from unmitigated growth in OCS emissions. We 
prefer not to discuss such measures at this point in the hope and expectation that consensus will be 
achieved. Realism compels us to request that the committee take note of the fact that consensus has not 
yet been achieved, and to permit local governments to return with requests for legislative action at a 
later time should it be n~cessa.ry. 
CHAIRMAN ROSENTHAL: Let me ask a couple of questions. Do I sense that it's okay to send in 
pollution from offshore and then it's now up to local government and EPA and the boards locally to 
mitigate a situation which is almost impossible to mitigate now onshore as against that extra pollution 
that may be corning in? Is that what you said? 
MR. BALDWir'-l: It's our belief that the current rule does not adequately reduce emissions to 
protect onshore air quality. When those emissions come onshore and if there is an impact, then EPA is 
requiring the local districts to mitigate those impacts. That was expressly addressed in the SIP calls to 
Ventura and Santa Barbara Counties recently. 
CHAIRMAN • It seems to me that---I can't imagine how you could get any 
agreement then on anything. If in fact the South Coast has to mitigate beyond their own problems which 
exist today, because something further is going to be coming from someplace, it's absolutely 
unacceptable. 
MR. POLI""G: May I respond to that? 
CHAIRMAN ROSENTHAL: Yes. 
MR. POLING: There is a concept similar to this in the Clean Air Act. One state is not held 
accountable for the pollution that might migrate from another state. And I know we're not talking about 
two different states here. Let me just say that as a matter of principle, it's not okay that this happens. 
One of the things that I would point is that several of the operating companies have mitigation 
arrangements with local jurisdictions now that mitigates in excess of what their contribution is to the 
point that they're providing an air quality benefit onshore. So in a lot of cases, I won't say all of the cases, 
but the companies are providing an air quality benefit to the local jurisdiction because they're doing---
cleaning up more than they are contributing. And that is not the universal case though. 
CHAIRMAN ROSENTHAL: But what if they are not yet doing what they're supposed to do onshore? 
Let's assume there's an oil company that's now not meeting its mitigation for its existing onshore ••• ? 
MR. POLING: That would have had to be required prior to the project's approval, that the offsets 
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would ••. 
CHAIRMAN ROSENTHAL: No, no, because we had to go and force the oil companies to put 
on all kinds of equipment at an expense to them after the fact. 
MR. POLING: I'm not sure I understand your question. 
CHAIRMAN ROSENTH,l\L: Well, Mr. Oil Company, explain to him how much it will cost you to do 
what the area boards have said you had to do after the fact---after you've already got a plant that's 
already doing something. 
that 
MR. HARRIS: You know, I hate to be singled out for •.• 
CHAIRMAN ROSENTHAL: Oh, no, no, I ••• 
MR. HARRIS: Can we pick another industry? (Laughter.) There are plenty of onshore industries 
: ••• ARCO. ---------
CHAIRMAN ROSENTHAL: Talk about ARCO. 
MR. HARRIS: Well, I actually think that the oil industry is probably among the leaders in satisfying 
onshore regulations. 
I think your basic question, if I understand it correctly, to me sounds a little bit like the issue of 
transport, onshore transport. You're talking about offshore emissions that one way or another may wind 
up in or affecting onshore air quality. Well, I don't see a whole lot of difference between that and what 
might happen from onshore winds that might blow up the coast from South Coast into Ventura. The point 
is that there are very difficult regulatory problems that have to be addressed. And it's not a simple thing. 
It's---in my mind, it's too simple just to say, "Well, we'll just use the onshore regulations for offshore," 
because that ignores the fact that the source of the emissions is some distance from the point where the 
impact may or may not occur. 
Now, if EPA can't seem to solve it in the Clean Air Act, it seems to be an awful lot to ask of the 
negotiating committee to solve it for purposes of offshore oil exploration and development. 
CHAIRMAN ROSENTHAL: Ladies and gentlemen, I can tell you there's going to be legislation. 
can just tell you that that's going to happen, that you are going to have local districts, the Energy 
Commission, and all those people who are now involved in your negotiations, coming to the Legislature 
and asking us to save the ballgame. I'm not suggesting that that's what I want to do; but if in fact you can 
send in to Santa Monica Bay, my district, some pollution, which we can't mitigate now onshore, you've got 
a problem with me. Okay? And in Ventura and Santa Barbara, down San Diego way, you're going to find 
similar kinds of things in the South Coast area where we're having problems now trying to meet EPA 
standards and may never. And so now you're suggesting the possibility there may be even more corning. 
I'm going to tell you something. There are a lot of legislators, both in the State Legislature and in 
Congress, who will be eliminated from their jobs if that's the direction this goes; and you will have all 
kinds of initiatives on the ballot, you know, doing all kinds of crazy things which is not the way to go in 
terms of clean air. 
MR. HARRIS: Mr. Chairman. 
CHAIRMAN ROSENTHAL: I hope, I hope •.• (Laughs.) 
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MR. HARRIS: I think what you're focusing on, and Mr. Baldwinmight be able to expand on this, if 
one assumes that on a project-by-project basis, the emissions are---the project is designed and the 
emissions are limited either by design or by conventional offset, whatever the case might be 
appropriately, to a point where they meet project-specific regulations, then I think what you were 
intimating and the last part of your question was this---perhaps the cumulative effect of all this. Well, 
what we've been attempting to do in the negotiations is address that part of the rule. In fact, Mr. Baldwin 
mentioned that specifically. So it's not being ignored by any means, and I wouldn't want to put anyone's 
job in jeopardy in Sacramento or Washington, nor my own for that matter. (Laughter.) 
MR. BALDWIN: Mr. Chairman, I'd like to expand on that for just a moment. The concern the local 
districts have is the current process versus what we're trying to negotiate. What we're trying to 
negotiate is a resolution to that exact concern which you've raised, about the cumulative impact onshore. 
CHAIRMAN ROSENTHAL: Right. 
MR. BALDWIN: We just haven't reached a conclusion on that. 
CHAIRMAN ROSENTHAL: Okay, all right. I hope at some point those things will be out so that 
everybody can take a look at them, out of the dark room of the secret negotiations, as it were, into the 
light of day so that citizens can have a look at it and express themselves to their Legislature. 
MR. HARRIS: Mr. Chairman, on that point, we entered the negotiations with the understanding 
that as staff people, as administrators of the program and not elected officials, that we had a 
responsibility to take an agreed-upon rule, a tentatively agreed-upon rule back to our local boards for 
open discussion, hearings, and approval by those boards. And we've made that point quite clear all along. 
CHAIRMAN ROSENTHAL: Yeah, I---I've gathered that from yours---from your---I just was 
getting ahead of myself a little bit perhaps. 
MR. BALDWIN: Mr. Chairman, you know, I certainly understand your concerns relative to the 
process and the secretiveness that I think is being perceived by those who have :;m interest in the subject 
matter. The meetings have be.en noticed; they are public. Those who have shown up who are not a party 
of the process were not excluded from the rule. As a matter of fact, they got so bored they left within a 
short period of time. So it's not as though it's a most exotic sexy subject including ••• 
CHAIRMAN ROSENTHAL: That's included. (Laughter.) 
MR. BALDWIN: You're right. So-- although we---it did have the perception of secrecy on the---an 
the other hand, it really was far from being a secretive process. 
CHAIRMAN ROSENTHAL: All right. Okay. And our final contestant (laughs), panel discussant, 
Alan Waltner, partner in Gorman & Waltner, representing the Natural Resources Defense Council. 
Welcome. 
MR. ALAN WALTNER: Thank you, Senator. From your opening comments and from your questions 
to the panel, I can tell that you're very much in tune with our views of the negotiations and have some of 
the same concerns that we have been pressing in the negotiations. I'd like to expand a little bit on the 
perspective of some of the problems and some of the complexity that has resulted. And I think one of the 
major issues that needs to be thought about is the fact that there are three distinct areas that we're 
dealing with here with three distinct problems. You have the North Coast, the relatively pristine areas 
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of situation. With the Santa Ynez unit, the debate was over whether the platforms would either have 
SCR or be electrified. The simple solution was to move the power generation onshore where you can 
control it and electrify out to the platform. 
So electrification has many facets. It doesn't automatically thrust you into expensive utility 
purchases. It may as in the Santa Ynez unit situation simply mean a reconfiguration of the project. But 
from our perspective, the problem with the current regime is that we need to---we have been forced to 
debate these issues not for DOI, because DOl in the Santa Ynez unit situation didn't require this 
configuration, low emissions configuration. But indirectly, and essentially trench warfare, before each 
agency, one by one, through the Coastal Commission, through the Santa Barbara County Board of 
Supervisors, in an extended and fairly risky process. I think that came down to---the Exxon situation 
came down to a very specific vote of one Santa Barbara supervisor. It's cumbersome. 
We're highly motivated to come to an agreement on a rule---DOI rule that works because it would 
be a centralized rule that in theory could be easier to participate in from an environmental standpoint. 
So we want to come to consensus. We're working to achieve a rule. 
CHAIRMAN ROSENTHAL: Well, the question is, is it possible you think to achieve a rule which 
takes care of all three areas of the state that you indicated? 
MR. WALTNER: I think it is. I think it would be a---it means that it's a complex understanding. 
think one way of trying to simplify it is the mitigation fee program, although that creates as many issues 
in some respects as it calls. 
CHAIRMAN ROSENTHAL: Yeah. I'd rather deal with it before we have to find to somebody or find 
another way of doing it. There ought to be some way in the rulemaking, which takes into consideration 
several different aspects of where it is you're talking about. I don't know how---whether you can do that 
or not. 
MR. WALTNER: Well, you can categorize areas by their status, air quality status; and some 
attempt of that is being made in the rule as it stands, and it's comparable to the onshore program where 
you have attainment areas with a prevention of significant deterioration program, nonattain:nent areas 
that have a requirement to come into attainment. So it certainly is possible, but it means that there are a 
lot of interests and a lot of points of view that need to be addressed. 
CHAIRMAN ROSENTHAL: I want to thank the panel very much. Good luck in your negotiations. 
As soon as you have something that we can look at, I'd like to look at it whenever that's •••• (Chuckles.) 
But I would suggest you keep the committee informed. We have an interest. Thank you very much. 
We will now have -- oh, nobody signed up for the open microphone. Is there somebody who would 
like to add something, get something off their chest for two minutes? No one? Everything's been said? 
(Pounds the gavel.) 
This hearing is adjourned, and thank you all very much for coming. 
---oOo---
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